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Secretary: 1. A. F. CRAIG, O.B.E. 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years.) Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary Exam- 
ination is granted on production of certain 
educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification &an be attained in a total period of 


53 years. 


The Society 


Incorporated Accountants 


President: SiR RICHARD YEABSLEY, C.B.E., London 


Vice-President: 


Offices and Library: 
INCORPORATED ACCOUNTANTS’ HALL, TEMPLE PLACE, VICTORIA EMBANKMENT, LONDON, W.C.2 


of 


EDWARD BALDRY 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 


There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, South Africa and 
Central Africa, and District Societies in all parts 
of England and Wales, Northern Ireland, and 
India. Students’ Societies and Students’ Sections 
operate throughout Great Britain, Northern 
Ireland, and Eire. 


Members of the Society are not allowed to 
seek professional business by advertisements or 
circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 
the Council of the Society of Incorporated Accountants. 
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Supplement to “ Accountancy” (March 1957). 
SCOTTISH EQUITABLE LIFE ASSURANCE SOCIETY 


FOR ACCOUNTANTS 


DEPENDANTS INCOME BENEFIT PLAN 


PREMIUM: ONE POUND PER MONTH 


BENEFIT: 


On death before age 65 the Plan 
guarantees £10 per month until 
age 65 would have been attained, 
with a minimum of 3 years’ 
income benefit. 


FOR EXAMPLE: At age 25 Protection is £4,800 
At age 35 Protection is £3,600 


At age 45 Protection is £2,400 


The above monthly premium is independent of age and is com- 
mission free; premiums for larger benefits are proportionate. 


The premiums attract income tax allowance within the usual 
limits and according to present regulations the income benefit is not 
subject to income tax. 


If you are interested you are invited to use this reply-paid 
enquiry card. 
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Meeting of the English Institute on Integration— 

IN FAVOUR OF the integration scheme, 1,097 votes. Against, 
278 votes. This was the result of the voting on a show of 
hands at the special general meeting of the Institute of 
Chartered Accountants in England and Wales, held at the 
Royal Festival Hall in London on February 19. Thus, of 
the members of the Institute voting at the meeting, 
exactly 80 per cent. were in favour of the scheme to 
integrate the Society of Incorporated Accountants with 
the Institute; a majority of 66% per cent. is required to 
pass the scheme. However, a poll is now being taken by 
post and it is the voting in this poll that will be effective. 
The polling papers that are being despatched to members 
of the Institute are accompanied, we understand, by a 
report of the proceedings at the special meeting. If the 


required majority is obtained on the postal poll there will 
be a confirmatory meeting of members on April 17. The 
results of the poll will be known towards the end of 
March, and we shall announce them in our next issue. 

It was an impressive meeting—impressive by reason 
of the good attendance and the high standard of the 
speeches, as well as the large majority vote for the scheme. 
The President of the Institute, Mr. A. S. H. Dicker, 
M.B.E., F.C.A., opened the proceedings and proposed the 
resolution making alterations in the supplemental Royal 
Charter to enable the integration scheme to become 
effective. Then the Vice-President, Mr. W. H. Lawson, 
C.B.E., B.A., F.C.A., seconding the resolution, gave a full 
and reasoned address explaining the scheme, answering 
questions and criticisms that had been raised by members 
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of the Institute, mainly at meetings of 
its District Societies, and putting the 
scheme in its broad setting as advanc- 
ing the profession of accountancy. We 
reproduce Mr. Lawson’s speech in 
full on pages 112-16 of this issue. 
Particularly telling points made by 
him were that there was indeed con- 
fusion in the minds of the public at 
the multiplicity of accountancy quali- 
fications at present; that the scheme 
was an essential step towards the 
unification of the profession; that 
the regulation of the profession, 
which was one of the purposes of the 
ill-fated attempt at co-ordination by 
Bill of Parliament during and just 
after the war, could be largely 
achieved, as a domestic matter 
without recourse to legislation, by 
the integration scheme. 

We go to press immediately after 
the meeting and the time factor does 
not allow us to report the other 
speeches. It seems to us, however, that 
Mr. L. W. Robson made a fair com- 
ment when he said that while some 
points of criticism of the scheme had 
merit, they had already been care- 
fully considered by the Council of the 
Institute over the period of two years 
during which it had worked upon the 
scheme, and when he added that any 
such scheme, the full benefit of which 
would show itself in the future rather 
than in the immediate present, must 
necessarily contain some elements of 
compromise. 


—And Future Meetings 

THE SPECIAL MEETING Of the Institute 
of Chartered Accountants in Scot- 
land to consider the scheme of inte- 
gration of the Society with the 
Institute—the scheme is reproduced 
on pages 117-21—is to be held on 
March 27. That of the Institute of 
Chartered Accountants in Ireland 
takes place on March 28: the scheme 
of integration is given on pages 
121-24. 

On March 5, at 2.30 p.m., there 
takes place at Incorporated Accoun- 
tants’ Hall an extraordinary general 
meeting of the Society to consider a 
special resolution to make certain 
alterations in the Articles. These 


alterations, if passed at the meeting, 
will ensure that all oversea members 
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of the Society have an adequate 
opportunity of voting on the integra- 
tion scheme at a later date. The only 
business at the meeting will be the 
proposed alterations of the Articles, 
and the integration scheme will not 
be considered or discussed. 

Informal meetings of Incorporated 
Accountants’ District Societies are to 
be held for the purpose of explaining 
points of difficulty and answering 
any questions that members may 
wish to raise on the schemes. The 
dates of these meetings have not yet 
been fixed, but will be notified to 
members. 


Accountancy Work for Government 
Departments 

THE SECRETARY OF the Society of 
Incorporated Accountants announces 
that Her Majesty’s Treasury, after 
consultation with the Departments 
principally concerned, has agreed a 
revised scale of charges for account- 
ancy work carried out for Govern- 
ment Departments. The new scale 
comes into force retrospectively from 
September 1, 1956. Details of the 
scale have been sent to all Incor- 
porated Accountants by the Secre- 
tary of the Society. 


European Free Trade—An Accounting 
Task 

ACCOUNTING IS TO be called in aid to 
deal with one of the technical prob- 
lems of operating the proposed 
European free trade area. The prob- 
lem is to define, for purposes of the 
convention, the origin of goods that 
are “mixed products” of countries 
within the area. 

Goods that are verified as entirely 
produced in these countries will enter 
the other countries duty-free, and 
goods that are verified as being en- 
tirely the products of countries outside 
the area, even if re-exported by coun- 
tries within it, will attract duty. On 
both these classes of goods, the 
origin will have to be verified, but 
that is all. But mixed products— 
goods that incorporate raw materials, 
semi-manufactures or manufactured 
components coming from outside the 
area, and that are partly or wholly 
processed in a country within the 
area—will be taken, for the purposes 
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of the convention, either as origin- 
ating in the area by virtue of a large 
element of processing, and therefore 
to be traded duty-free within the area, 
or as Originating outside the area by 
virtue of a small element of process- 
ing, and therefore to be subject to 
duty. Defining the origin of these 
mixed products is important, because 
a significant part of intra-European 
trade is in goods of this kind. 

One system of defining origin is to 
lay it down that a product is regarded 
as originating in the free trade area if 
the processing operations carried on 
in a country of the area correspond to 
types of processing set out in an 
agreed list. The system has some 
advantages, particularly in admini- 
stration, but to arrive at the agreed 
list of processes would be difficult, 
and it could never be made exhaus- 
tive. The working party of the 
Organisation for European Economic 
Co-operation, which recently re- 
ported on the proposal to set up the 
free trade area, decided that the 
system should be used, but that it 
should be combined with another, 
called the percentage system. 

By the percentage method, a mixed 
product is regarded as originating 
within the area if the value of the 
factors incorporated in the product 
that have in fact originated within the 
area exceeds a certain pre-deter- 
mined and agreed percentage of the 
total value of the product. The 
factors might be raw materials, 
semi-manufactured goods, compo- 
nents, labour, overheads and so on. 
Calculating and checking the value 
added, in a country within the area, 
to factors imported from outside the 
area must be largely a task for the 
accountant, but it is one that will 
present some difficulties of an un- 
familiar kind. 

In its recent statement welcoming 
the formation of a European free 
trade area, the British Government 
agreed that a combination of the two 
systems offered the best chance of a 
workable definition of origin, adding 
that the precise scope of each of the 
systems would need to be negotiated 
among the various countries. 


Still No Truck with Banking 
A PROFESSIONAL NOTE in October last 
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(page 381) referred to the legality of 
paying wages by cheque. Under the 
Truck Act of 1831 payment of 
“artificers” can be legally made only 
in coin (including bank notes) or by 
cheque drawn on a bank which is 
within fifteen miles of the place of 
payment and licensed to issue bank 
notes. Nowadays in England and 
Wales only the Bank of England has 
the right of issue; so, it is argued, no 
payment of wages by cheque can be 
legal. 

Since October the matter has been 
widely discussed, and there seems 
little enough hope at the moment that 
the modernisation of the law that 
then seemed possible will quickly 
materialise. In November the Chan- 
cellor of the Exchequer promised 
that the anomaly of the present legal 
position should have urgent atten- 
tion; and soon afterwards it became 
known that Mr. Graham Page, M.P., 
proposed to include a clause to cover 
the point in his projected Cheques 
Bill. But since then the Minister of 
Labour has been consulting inter- 
ested parties—and the Cheques Bill, 
now published, has nothing to say 
about wages. 

It is reported that while the em- 
ployers’ organisations favour cheque 
payments, or at least their legalisa- 
tion, the Trades Union Congress is 
on balance opposed. There is some 
reason in its contention that a wage 
earner without a banking account, 
finding himself bound to cash his 
cheques at a shop, would be under 
some kind of obligation to that shop, 
if indeed the shopkeeper did not 
charge him for the encashment, and 
that this savours of the original abuse 
that the Truck Act sought to kill. 
There is reason, too, in the argument 
that the shopkeeper would know the 
wage-earner’s wage (though it is 
rather sad that a wife’s possible 
knowledge is also reported to be 
viewed as a danger). What is quite 
silly, however, is that an Act of 1831 
should make cheque payments illegal 
not by design—the intention was to 
permit them, so long as the bank was 
a reputable one—but because of the 
change since that remote date in the 
banking structure. The silliness is 
pointed by the fact that it is the 
T.U.C., in all its panoply of wage- 
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earning power, that now seeks to 
perpetuate the anomaly. Certainly 
payment of workers by cheque 
should always be by consent; but one 
would have thought the T.U.C. in its 
strength might be ready to see that 
the system was not abused, rather 
than to resist its being made legal. 


This Cheque Still Needs Endorsement 
THE CHEQUES BILL referred to in the 
previous note is the latest stage in 
the campaign for the abolition of en- 
dorsements. It will be remembered 
that the Mocatta Committee, report- 
ing last November, was firmly in 
favour of doing away with endorse- 
ments on cheques paid into the 
payee’s own banking account. These 
cheques make up the great majority 
of the many millions used in this 
country yearly, and the business 
community generally will welcome 
this substantial change even though 
many accountants may still have some 
reservations (see ACCOUNTANCY, 
December, 1956, page 480). But the 
draft Bill that the Committee in- 
cluded in its report had certain 
flaws which were discerned by the 
Parliamentary draftsmen, and Mr. 
Page’s new Bill is quite different in 
form, though not in effect. It is 
understood that this third attempt 
(counting Mr. Page’s original Bill of 
1954, which prompted the appoint- 
ment of the Mocatta Committee) 
does not give the full protection ex- 
pected by the banks and regarded by 
the Mocatta Committee as reason- 
able. Thus the second reading of the 
Bill, missed more than once, will 
probably see further amendment. It is 
unusual to have so many public bites 
at a cherry as ripe as this one, but the 
settling of the detail is bound to be 
difficult. 


To Arbitrate or Litigate? 

IN THE NINETIES of last century 
merchants complained that commer- 
cial cases were often heard by judges 
who had no experience of commer- 
cial law, with the result that time was 
wasted. in explaining business practice 
in court and occasional injustice was 
done. To meet these complaints the 
judges of the Queen’s Bench Division 
decided in 1895 that commercial 
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cases should be put into a special list 
and assigned to judges with experi- 
ence of that branch of the law. This 
so-called Commercial Court has 
continued ever since; it is not a 
separate division of the High Court 
but in the interests of speed it does 
allow various departures from ordi- 
nary procedure. Lord Justice Scrut- 
ton once said that he had known a 
writ issued on a Monday and the case 
heard on the following Wednesday— 
exceptional alacrity, no doubt, but 
an illustration of how the law can on 
occasions work if both parties wish it 
to do so. 

In our last issue (page 48) we 
noted the decision of the members of 
the British Insurance Association 
and of Lloyd’s to allow the insured to 
have questions of liability deter- 
mined in the courts instead of in- 
voking the arbitration clause in 
policies. The general trend, however, 
has been for businessmen in recent 
years to resort to arbitration for the 
settlement of disputes. In disputes of 
fact arbitration has undoubtedly 
many advantages, but when the 
dispute concerns a point of law, such 
as the construction of a contract, to 
start by arbitrating instead of going 
straight to the Commercial Court 
often causes delay and extra expense. 
This point was made by the House of 
Lords in a case heard some weeks 
ago and was emphasised recently by 
Mr. Justice Devlin. In a case in 
which the only issue was a short 
point of law he had taken an hour 
and three-quarters to reach a deci- 
sion, but the proceedings had in all 
taken more than three years, for the 
matter first went before lay arbi- 
trators and an umpire and had then 
been remitted to the umpire for 
further findings after he had given 
his award. His Lordship said that it 
was the undoubted right of business- 
men to resort to arbitration if they 
so wished, but, if they preferred this 
tortuous and expensive process of 
settling their legal disputes, the time 
might come when it would have to be 
considered whether the continuation 
of the Commercial Court with its 
special facilities could be justified. 

A subsequent letter to The Times 
suggested that his Lordship may not 
have had in mind two good reasons 
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why parties to international con- 
tracts often prefer arbitration. First, 
an English arbitral award can be 
easily enforced in many foreign coun- 
tries, but the judgment of an English 
Court can be enforced only in a 
few countries. Second, arbitration is, 
as a rule, freely open to nationals of 
any country, but not court proceed- 
ings, as heavy security for costs is 
often required. There seems to be a 
case here for some _ diplomatic 
activity after business interests have 
been consulted. 


Accountants’ Liability Policies— 
A Misunderstanding 
WE MENTION IN the previous Pro- 
fessional Note the decision of the 
British Insurance Association and 
Lloyd’s underwriters not to invoke 
the arbitration clause in insurance 
policies, other than marine, on points 
of law, but to allow their insured to 
take these points to the courts. 
There seems to be a mistaken 
notion around that this decision will 
affect members of the accountancy 
profession who have claims under 
accountants’ liability policies. One 
of our contemporaries suggests that 
an accountant, to establish a claim 
under one of these policies, may 
have to go to open court to prove 
that he has been negligent, and 
will thus face much undesirable 
publicity, whereas until now he has 
been able to put the issue to an 
arbitrator within closed doors. Not 
so. Accountants’ liability policies 
do not contain an arbitration clause 
and the decision of the British In- 
surance Association and of Lloyd’s 
has no relevance to these policies. 
The policies contain, almost in- 
variably, not an arbitration clause, 
but something quite different, the 
““Queen’s Counsel clause.” Under 
the Queen’s Counsel clause the 
underwriters agree to pay a claim 
within the policy without requiring 
the insured to dispute it, unless a 
Q.C., to be agreed by both sides, 
advises that the claim could be suc- 
cessfully contested, and the insured 
agrees to the claim being contested, 
his consent not to be unreasonably 
withheld. In future, as in the past, 
this clause will be operative. There is 
nothing in the suggestion that ac- 
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countants could previously resort to 
arbitration and in future will not be 
able to do so. 

The Queen’s Counsel clause was 
itself the subject of a recent court 
case, West Wake Price & Co. v. Ching 
[1957] 1 W.L.R. 45, on which we 
commented in our last issue (page 
46). But this case had no bearing on 
the issue of arbitration. What it did 
establish was that the Queen’s 
Counsel clause cannot be invoked by 
an insured if the claim against him 
is partly within the policy and partly 
outside it. In the particular case, the 
insured firm of accountants was 
insured against negligence but not 
against fraud and the claim was based 
on both negligence and fraud; the 
Judge held that in these circum- 
stances the insured could not secure 
the benefit of the Queen’s Counsel 
clause. The lesson seems plain. It 
is not that the case means—as our 
contemporary seems to contend it 
means—that the clause in itself 
forces the insured accountant into 
open court and thus fails of its pur- 
pose in protecting him. Rather, the 
lesson is that it behoves the accoun- 
tant to obtain the fullest possible 
cover under his liability policy, so 
that the chances of a claim being 
outside it are reduced to the mini- 
mum. Specifically, the insurance 
should be not only against negligence 
of the accountant and his employees 
but also against fraud on the part of 
his employees, leaving only fraud by 
the accountant himself—against 
which he cannot insure—as an un- 
covered liability. 


Capital Grants to Universities 

THE PUBLIC ACCOUNTS Committee 
recently repeated a demand that the 
Comptroller and Auditor General 
should have access to the books and 
records of the University Grants 
Committee so that he could in- 
vestigate the spending of non-re- 
current grants. This demand the 
Treasury has now rejected, though 
some minor concessions are made to 
the P.A.C., 

The Treasury regards as satis- 
factory the present methods by 
which the total commitments in any 
given year are fixed by the Govern- 
ment and by which the projects on 
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which the money may be spent, 
together with their estimated cost, 
are approved by the University 
Grants Committee. As to ensuring 
that the universities spend the money 
economically, the Treasury con- 
siders that the action proposed by 
the Gater Committee (see ACCOUNT- 
ANCY for January, 1957, page 5) will 
suffice. 

One concession made to the P.A.C. 
is that each university should form- 
ally notify its auditor of every non- 
recurrent grant received and the 
purpose for which it was made and 
should ask him to give a certificate 
in general terms to the effect that 
every grant of this kind received 
during the accounting period was 
duly applied to the purpose for which 
it was made. 

Other changes will result in the 
provision to the Treasury by the 
University Grants Committee, on 
the basis of returns obtained from 
the universities, of quarterly state- 
ments showing payments for certain 
items in building projects, and these 
statements will be open to inspection 
by the Comptroller and Auditor 
General. 


Footwear Costing 

THE FOOTWEAR INDUSTRY iS now 
added to the select few that have 
standard systems of cost accounting 
set out in book form. There has been 
published the Manual of Cost Account- 
ing in the Footwear Industry (pp. xii 
-+-240, £2 5s. net from Incorporated 
Accountants’ Hall). This work is 
the fruit of the labours of several 
years of a group representing the 
Incorporated Accountants’ Research 
Committee and the Federated Asso- 
ciations of Boot and Shoe Manu- 
facturers. It should quickly come into 
wide use in the industry and can be 
expected to make a significant con- 
tribution towards efficiency in pro- 
duction. 

Incorporated Accountants in the 
Leicester area can take particular 
pleasure in the appearance of the 
book, for it was a small research 
group of the District Society there 
that originally took the initiative in 
pursuing the work. 

To mark the publication of the 
manual, the Federated Associations 
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gave a luncheon in London on 
February 26. Among the speakers 
were Mr. Frank E. Webb, the chair- 
man of the group responsible for the 
book, and Sir Richard Yeabsley, 
C.B.E., F.C.A., F.S.A.A., President of 
the Society of Incorporated Account- 
ants. The time factor prevents our 
publishing a full note this month on 
either the book or the luncheon, but 
we intend publishing one next month. 
An announcement made by Mr. 
Webb at the function demands 
reporting without delay, however, 
and it is with pleasure that we report 
it. He is generously giving a sum of 
about £1,000 as a fund for the award 
of “Frank Webb Cost Accounting 
Prizes.” The purpose is to “enlist in 
the cause of better cost and manage- 
ment accounting the more experi- 
enced minds of those persons asso- 
ciated with the footwear industry, 
who have passed their technical or 
professional examinations and have 
obtained a measure of practical 
experience.” A prize will probably be 
given once every two years and will 
be £100 in money. It will be awarded 
to the writer of the best thesis on 
some aspect of boot and shoe cost 
accounting or management account- 
ing as applied to the footwear in- 
dustry. Candidates must be over 
twenty-five years of age, resident in 
Great Britain and Northern Ireland 
and members of the British Boot and 
Shoe Institution or of any account- 
ancy or management body approved 
by a panel to be nominated annually 
by the Institution. The panel will also 
set the subjects for the theses, give 
any necessary instructions to candi- 
dates and judge the theses. Further 
particulars can be obtained from the 
secretary of the Institution at 35 
College Street, Northampton. 


Law for Businessmen 

ENGLISH MERCANTILE LAW was large- 
ly created by the merchants them- 
selves. In the eighteenth century it 
was given form by Lord Mansfield 
and his City of London juries and in 
the nineteenth century much of it was 
codified by statute. From this mer- 
cantile law there developed business 
law, but at the present stage of legal 
evolution the one kind of law is to be 
distinguished from the other, argues 
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Mr. Clive M. Schmitthoff in a recent 
article. Mercantile law, he says, con- 
tents itself with the description of the 
positive rules of law regulating the 
organisation and transaction of busi- 
ness. Business law includes the prac- 
tical application of legal principles, 
which must be related to their 
economic and social environment: it 
is a living thing and includes the 
law-creating activities of accountants 
and other sections of the business 
community. It follows that, just as 
mercantile law was created to meet 
the growing needs of business in the 
eighteenth century, so the complexity 
of modern business demands and is 
given new law, and although some of 
that new law is deliberately made by 
Parliament, much is also made, 
perhaps unconsciously, by business- 
men themselves and then given 
recognition by the courts. 

Mr. Schmitthoff writes as editor 
of a new quarterly, The Journal of 
Business Law (Stevens & Sons, Ltd., 
7s. 6d. anissue, or 30s.a year post free). 
The journal should serve a useful 
purpose in discussing the changing 
pattern of law and pointing out the 
trends, in giving businessmen some 
guide for the future, and in putting 
forward suggestions for legal reform. 


Compensation for Assets in Egypt 
THE FOREIGN OFFICE has asked that 
those with financial interests in 
Egypt should submit declarations of 
assets held in that country. A mem- 
ber of the Society of Incorporated 
Accountants recently returned from 
Egypt informs us that the British 
Chamber of Commerce of Egypt and 
the Councils of the British Com- 
munities of Egypt have established a 
joint organisation, which is com- 
posed of residents from Egypt and is 
provided with expert assistance, to 
help individuals, firms and com- 
panies to prepare their declarations 
of assets for submission to the 
Foreign Office. The joint organisa- 
tion will also subsequently press for 
compensation. 

Forms for completion may be 
obtained from the joint organisa- 
tion at 16, Catherine Place, Palace 
Street, London, S.W.1. (Tate Gallery 
0425/6.) All declarations will be 
treated in the strictest confidence. 
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It would assist if a copy of any 
declaration already submitted to the 
Foreign Office were also sent to the 
organisation, marked “private and 
confidential—claims.” 

Those assisted by the organisation 
are expected to subscribe towards 
its expenses up to a limit of 1 per 
cent. of any compensation received, 
but the contributions will very 
probably be much smaller. 

Incorporated Accountants who, 
personally or on behalf of their 
clients, have interests in Egypt, may 
wish to make use of the services of the 
organisation. 


Arabic Numerals and Cash Columns 
THE STORY OF the Gobar or Arabic 
numerals now in universal use is of 
great historical interest. Originating 
in India, they were adopted by the 
Arabs of the Middle East and North 
Africa, and introduced by them into 
Spain and Europe generally. Most of 
the civilised nations of the west had 
accepted the new system of numera- 
tion by the 15th century, as may be 
seen from surviving almanacs and 
calendars. 

Exactly when the Gobar numerals 
appeared in Britain is not certain, but 
the first English work to discourse 
upon the “new arithmetic” dates 
back to 1300, when Edward I was on 
the throne. It was entitled The Craft 
of Nombrynge. But for a long time 
after the appearance of this work the 
Roman numerals continued to hold 
their own, and it was not until 
towards the close of the 15th century 
that the Arabic notation is found in 
English accounts. 

Interwoven with this development 
of a modern system of numeration 
was the equally important art of 
logical presentation of accounts. 
This, for many hundreds of years, 
received little attention. The usual 
manner of “stating an account” until 
the early 13th century was in the 
primitive form of a narrative, with 
figures hidden away in a mass of 
descriptive text. Towards the close of 
the same century there was a trend 
towards grouping together trans- 
actions of similar nature, and making 
summations of the groups. 

At about the same time it began to 
be appreciated that inspection and 
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analysis—as well as addition—were 
greatly facilitated if money sums 
were entered in orderly fashion on 
the right-hand margin of the page. 
This idea—to us an obvious one—was 
further improved upon by reserving 
the right-hand margin for figures 
only. But it was still many years 
before the full advantage of the cash 
column came to be realised. 

The gropings of the early book- 
keepers are well illustrated in ac- 
counts of the City of London dating 
from the 14th century. In accordance 
with custom they were written in 
Latin or Norman-French and, here 
and there, the cash column can be 
observed struggling for existence. By 
1401 at least one of the Livery Com- 
panies was keeping accounts in 
which the money details are extended 
clear of the narrative. By the time of 
Elizabeth I, the money column was 
becoming more familiar, and is to be 
found in Elizabeth’s household ac- 
counts for 1531/2. 

It was probably the accountants of 
the early chartered companies, such 
as the East India Company, who 
finally decided that the cash column 
was indispensable. They may also 
have hastened the adoption, for 
accounting purposes, of the “‘vulgar 
cipher” which, by the late 17th 
century, was almost everywhere in 
use. 


Pioneer Associations of Accountants 
6—South America 

AS FAR BACK as 1836 Argentine had 
recognised and laid down certain 
rules for those wishing to adopt the 
profession of public accountant. Can- 
didates had to obtain an official 
declaration of ability, to be Argentine 
citizens over twenty-five years of 
age and to pass an examination in 
law, arithmetic and accountancy. The 
examinations were held under Gov- 
ernment auspices. But the number of 
public accountants was fixed at a 
maximum of only eight. A primary 
function of accountants, at that time, 
was to officiate in all legal cases in 
which an accountancy issue was 
involved. In 1863 the restrictive 


clause limiting the number of ac- 
countants was abolished. Instead of 
registering progress, however, the 
open profession began to decline, 
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mainly as a result of the encroach- 
ments into accounting by notaries 
and solicitors. In 1892 the Argentine 
College of Accountants was formed 
with the object of resuscitating the 
profession and raising the examina- 
tion and professional standards. Five 
years later the rules of the College 
were amended to permit foreigners, 
as well as native Argentinians, to 
enter the profession, and a system of 
examinations, based on those of the 
Scottish and English Institutes, came 
into force. By 1905 the College of 
Accountants had won the adherence 
of about one hundred members, and 
the profession as a whole began to 
play a more important role in com- 
mercial affairs, as distinct from 
purely legal ones. 

In neighbouring Uruguay a deci- 
sive moment for the profession came 
in 1825, when the Tribunals of 
Justice first drew a clear distinction 
between the bookkeeper of former 
times and the public accountant. 
Uruguay was a new undeveloped 
country that had only just broken 
away from Brazil, and it was natural 
that all nationalities should be repre- 
sented in the profession. Though the 
native Uruguayans predominated, 
there was a substantial minority of 
Argentinian, Spanish, French and 
Italian accountants. Despite the 
early beginnings, it was not until 1893 
that a number of accountants banded 
together to form the Colegio de 
Contadores Publicos, a small, pio- 
neering association which had at- 
tained a membership of only sixty- 
nine some ten years later. Candidates 
were required to obtain a university 
diploma, and the programme of 
studies included bookkeeping, civil 
and commercial law, liquidation of 
estates, and bankruptcy practice. 

In Peru, an accounting body was 
formed in Lima, the capital, in 1900. 
This body was the Jnstituto Technico 
de Contadores, which admitted mem- 
bers of three classes: expert account- 
ants and auditors; bookkeepers and 
accountants; and students. One of the 
principal aims of the Institute was to 
help provide public accountants and 
auditors. 

Brazil has not produced any 
pioneer associations of accountants, 
and even at the present time there 
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still seems to be no _ professional 
organisation in any way comparable 
with the British bodies. A very simi- 
lar position obtains in Chile where, 
even at the beginning of this century, 
the merchants and businessmen were 
only just beginning to appreciate the 
value of the skilled services provided 
by accountants. That one looks in 
vain, for a “pioneer association” is 
perhaps not surprising since at that 
time auditing was very little known, 
and what auditing was done appears 
to have been done by men who can 
only be accurately described as 
“itinerant bookkeepers.”’ 


Rating of Charities 

AS FORESHADOWED IN these columns, 
the application by local authorities of 
Section 8 (1) of the Rating and Val- 
uation (Miscellaneous Provisions) 
Act, 1955, is likely to produce anom- 
alies. This Section limits the rates 
payable on certain premises of 
charitable and similar organisations. 
But how interpret the central defini- 
tion “‘any hereditament occupied for 
the purposes of an organisation 
(whether corporate or unincorporate) 
which is not established or conducted 
for profit and whose main objects are 
charitable or are otherwise concerned 
with the advancement of religion, 
education or social welfare”? The 
Association of Municipal Corpora- 
tions has already done much to pro- 
mote uniformity of treatment, but 
there is still much doubt and different 
opinions have been expressed by 
Counsel. 

It is usually pretty clear whether an 
organisation is conducted for profit, 
or, alternatively, whether its main 
objects are charitable or concerned 
with religion, education or social 
welfare. But it is not so easy to say 
whether particular premises are occu- 
pied for the purposes of the organisa- 
tion. A certain vicarage may or may 
not be occupied for the purposes of 
the church. Generally speaking, if 
the church requires the vicar to live 
in a vicarage nearby that is owned or 
rented by it the vicarage is probably 
occupied for the purposes of the 
church. It might be more difficult to 
establish that a caretaker was living 
in premises occupied for the purposes 
of the church and to avoid the 
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ANALYSING ACCOUNTS AND 
TRIAL BALANCING 


With a Burroughs wide carriage adding machine you 
can speedily and accurately get the figures you need to 
analyse the month’s accounts and from there see at a 
glance what is due to you and where you should clamp 
down on extending further credit. 

Because trial balancing is so fast and easy with this 
machine you can post statements to customers early. 
All balances can be listed in a single run through the 
ledger using the direct subtraction key for credit bal- 
ances. The total is the net difference between debits and 
credits—the net amount outstanding. 


There are large machines and small ones—you can get 
one for under £50. Why not have a demonstration or 
free trial? Contact your local Burroughs branch or 
dealer right away. 


Adding machine and cash register combined 


With a Burroughs Cash Register you get all the advantages of an 
adding machine and a cash register combined. A locked-in detail tape 
shows all transactions item by item. And this locked-in total is not 
affected when you turn the key and use the machine for adding. It’s 
double value to buy a Burroughs Cash Register! 


COUNT ON ¢:Jurroughs T0 SAVE YOU WORK 


BURROUGHS ADDING MACHINE LIMITED, AVON HOUSE, 356-366 OXFORD ST., LONDON, W.1 


s 

And yet another job for the Burroughs Adding Machine j 
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METROPOLITAN COLLEGE — 


SPECIALISED TRAINING 


At the C.A. and S.A.A. Examinations Students of the 


for the examinations of the 
INSTITUTE AND SOCIETY Metropolitan College have gained more than 
Association of Certified 
ctmenicetn | 9,500 SUCCESSES 
Aenean and more than 350 HONOURS, Prizes and Medals 
Chartered Institute of including 
Secretaries 
B.Sc.Econ, & LL.B. (Lond.) 06 FIRST PLACES 


38 SECOND PLACES 


65 Third and Fourth Places 


* * * 
%* WRITE TODAY for a free of the College ‘‘Accou us 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
Me S™ ALBANS 


FELLOWSHIP IN 
MANAGEMENT 
ACCOUNTANCY 


The Metropoli Col provides 
nal chien Ge ee 


examination, which is held by the Insti- 
tute of Cost and Works Accountants. 
Full particulars on application. 


Tax Planning and the Family Company with Precedents 
DAVID R. STANFORD, M.<A., LU.B., Barrister-at-Law 


This book gives a co-ordinated account of the taxation problems facing the family company and its members. 
Such a group must be regarded as a whole if its liability to tax is to be planned. By approaching each of the 
five main taxes from the point of view of such a group, a picture is gained of the narrow paths which it is 
necessary to tread in order to avoid the pitfalls awaiting the unwary. 

When dealing with questions of future liabilities rather than those already accrued, it is essential to take 
account of many parts of the legislation which have not yet been elucidated by decisions of the Court. This book, 
in addition to setting out the well-tried practices upon which any scheme may be based, contains the Author’s 
views On matters as yet unconstrued, indicating where possible what is the present Revenue attitude. 


£2 12s. post paid 


Tax Problems of the Family Company 
MILTON GRUNDY, M.A., Barrister-at-Law 


‘The declared object of this book is to state in a small compass and in a readily assimilable form the considera- 
tions of taxation law in transactions concerning family companies. The author has certainly achieved it very 


successfully.’—British Tax Review. 
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raising of a separate assessment upon 
his house. 

A housing association whose 
main objects are charitable qualifies 
for relief on its offices, but the 
houses it provides may not qualify, 
for it can hardly be said that they are 
“occupied for the purposes of the 
organisation.” Even “indirect occu- 
pation” by the association, if it can 
be established, is very unlikely to 
come within the terms of the Act. 
In distinction, almshouses specifically 
qualify by Section 8 (1) (b). 


Shorter Notes 


Wholesalers’ Stocks 

One of the widest gaps in our economic 
statistics is the lack of any good indi- 
cator of changes in the values of stock. 
The gap will be largely closed in future 
when large wholesalers provide volun- 
tary returns of the value of their stocks. 
About 1,200 wholesalers are being asked 
to co-operate. 


Fees of the Public Trustee 

The Public Trustee (Fees) Bill, now be- 
fore the Commons, provides that fees 
charged by the Public Trustee are to be 
fixed by orders made by statutory 
instrument (“fees orders”). The fees 
orders must prescribe whether each fee 
is to be paid out of capital or income. 
The Public Trustee is to have power, 
however, to direct that, with the con- 
sent of the beneficiary entitled to the 
income, if of full age, the fee should be 
paid out of income, even though stipu- 
lated in the fee order to be payable out 
of capital. Existing fees may be charged 
by the Public Trustee in certain defined 
instances. The charges will enable the 
annual expenses of the Public Trustee to 
be covered out of capital, as recom- 
mended by a committee last year 
(ACCOUNTANCY, June, 1956, pages 
203-4). 


The Monopolies Commission 

The Board of Trade has appointed Mr. 
Andrew Black, C.B.E., A.S.A.A., aS a 
member of the Monopolies Commission 
for three years. Mr. Black recently 
retired as adviser on financial admini- 
stration to the British Transport Com- 
mission. He was previously for many 
years with Messrs. Thomson McLintock 
& Co., and served on the Board of 
Cable and Wireless Ltd. 
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Loans for Productivity 

Most of the £700,000 revolving loan 
fund for industry has now been issued or 
is under negotiation. But the Board of 
Trade is able to consider further appli- 
cations, as the fund is continually re- 
plenished by repayments of earlier loans. 
The fund was established three years 
ago as part of the American conditional 
aid programme (see ACCOUNTANCY, 
September, 1953, page 281, and August, 
1954, page 293). It provides short-term 
loans, normally not over £30,000, for 
improving the efficiency of small and 
medium-sized manufacturers by up-to- 
date equipment and modern methods. 
Loans cannot be granted for building 
work, except for minor alterations re- 
quired to accommodate more efficient 
machinery. The annual rate of interest 
charged is at present 5 per cent. Further 
information is obtainable from _ the 
Board of Trade, I.M.2 Division (Re- 
volving Fund for Industry), Horse 
Guards Avenue, London, S.W.1. 


New Statistics of Spending 

A salient conclusion to be derived from 
the new quarterly series of statistics of 
national expenditure is that consumers 
spent about the same amount in the 
first nine months of 1956 as in the cor- 
responding period of 1955, measured in 
real terms. Previously there had been 
increases since 1952. Fixed capital 
formation, totalling £2,248 million at 
current prices, was three per cent. larger 
in the first nine months of 1956 than in 
the same period of 1955, inclusive of 
depreciation allowances and in real 
terms. The expenditure figures indicate 
that the gross domestic product in- 
creased by about two per cent., again in 
real terms, between the two periods, 
but the actual increase may have been 
somewhat smaller. 


Variation of Trusts 

The Law Reform Committee has been 
asked by the Lord Chancellor to con- 
sider whether any alteration is desirable 
in the powers of the Court to sanction 
a variation of the trusts on a settlement 
in the interests of beneficiaries under 
disability and unborn persons, with 
particular reference to the decision in 
Chapman v. Chapman [1954] A.C, 429. 


An Accountant at the Post Office 

It is good to see his accounting training 
coming out in the first days in office of 
the new Postmaster General. “Nothing 
is more irritating,” said Mr. Ernest 
Marples (who is an_ Incorporated 
Accountant) “‘than not being able to 
check the ‘phone bill sent to you.” 
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Mr. Marples, who was speaking at a 
chamber of commerce meeting, added 
that he would like to introduce a system 
to enable bills to be checked. All power 
to his auditorial elbow! 


Office Machines on Show 

The National Business Efficiency Exhi- 
bition is to be held at Olympia, London, 
from June 17 to 27. The exhibition will 
be the largest of its kind ever held in the 
country. Incorporated Accountants who 
wish to attend can obtain their tickets by 
applying to the Secretary of the Incor- 
porated Accountants’ London and 
District Society at Incorporated Ac- 
countants’ Hall. 


Grants for Farm Modernisation 

As part of the new policy for agriculture, 
the Government proposes to make 
grants at a flat rate of 334 per cent. for 
farm improvements. Work that will 
attract a grant includes the erection or 
altering of permanent farm buildings 
other than dwelling houses; making 
farm roads and bridges; the electrifica- 
tion of farms; preparation of pens for 
sheep and cattle; reclamation of waste 
land; removal of hedges and obstruc- 
tions; claying and marling. Repairs will 
rank for grant only if they are neces- 
sarily associated with improvements. 
Among the conditions is one that the 
work must contribute materially to the 
efficient working of the farm and give a 
reasonable return of profit to the occu- 
pier. The grants will be payable to land- 
lords, owner-occupiers and tenants. If 
the projected legislation receives the 
Royal Assent before the summer recess, 
all applications for grant will be ac- 
cepted from about the beginning of 
September, but to reduce delays it is 
intended that the provisional proposals 
for work under the scheme should be 
received and considered in advance some 
time after Easter. 


Recording the Candle-Ends 

In these enlightened days of rounding- 
off in published accounts, when the 
smallest company is usually content to 
show its figures to the nearest pound and 
some larger ones go to the nearest 
thousand pounds, it is odd to find that 
in the National Debt Return (Command 
48) the British Government solemnly 
sets out the amount of the 1945 American 
loan as $4,081,113,598.67—correct to 
the cent. It is clear enough that the 
Americans intend no leniency towards 
their debtors, but even the least Anglo- 
philic of Congressmen is unlikely to be 
cent-conscious. 
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EDITORIAL 
Town Hall and Whitehall 


finances on a joint account. The central govern- 

ment, the other holder of the account, has been a 
far from passive signatory. Grants from the Exchequer 
outweigh, in the proportion of six to five, the revenue 
received by the councils from their own sources, the local 
rates, and the grants have been forthcoming only on a 
meticulous accounting. Thus over a wide range of 
their activities the councils have been not so much 
principals as agents. Financial subservience has drained 
the individuality and vitality from local government. 
The council chamber has too often been used as a briefing 
room for deputations to Whitehall. Council committees 
have worked to two sets of standing orders—their own 
formal rules and the more constrictive papers postmarked 
“London, S.W.1.” 

The compelling reason for a re-casting of local finances 
has therefore been the need for less financial dependence 
on the centre. Judged in relation to this need, the plans 
now broadly and briefly announced by the Government 
have in them some virtue and more promise. Most of 
of the virtue lies in a far-reaching change by which 
specific grants for many of the particular services of the 
local authorities are to be replaced by a general grant. 
Instead of giving sums earmarked towards the costs of 
education, of child care, of the local health services, of 
the fire brigades and of other smaller services—sums 
usually computed as percentages of the total costs of the 
service—the Exchequer is to hand over to each council a 
lump sum, leaving its allocation to be fixed by the 
council. Specific grants now come to some £508 million 
a year; of this amount, some £279 million is to be trans- 
formed into general grants. The remaining £229 million 
will still be in the form of specific grants, principally for 
houses and roads. Thus the councils will have much 
wider discretion than they have had in recent years. In a 
rough sense, there is to be a reversion back to the system 
of a generation ago, in that the general grants will be 
similar to the “‘block” grant of 1929. 

The transfer from specific grants to the general grant 
brings problems with it. The general grant is to be 
“fixed in advance for a short period of years.”’ If, then, 
the curve of expenditure of the local authorities con- 
tinues to mount, whether because there is still inflation or 
not, it is highly possible that the rate poundage will have 
to rise also—but more financial autonomy is one thing, 
and more financial autonomy at the cost of an increas:d 
rate in the pound is quite another. Further, the general 
grant is to be distributed among the authorities “by 
reference to objective factors (mainly of weighted 
population) which are readily ascertainable and afford a 
fair and reasonable measure of the relative needs of each 
authority.”” What is to be the magical formula that will 


Tin local councils have been running most of their 


embalm these factors? The history of the Exchequer 
Equalisation Grant shows that weighting by children 
and other characteristics of the local authorities is a pro- 
cedure fraught with complication and difficulty, while 
measuring needs is something that continually eludes 
ingenuity. One improvement now to be made, however, 
is that while the equalisation grant will still be paid, 
urban and rural district councils will receive it from the 
hands of the Exchequer, not via the county councils as 
heretofore. By this change, the anomaly inherent in the 
previous system, that the mathematics of the grant 
resulted in a disproportionately large part going to the 
richer district councils and a disproportionately small 
part to the poorer ones—an anomaly first pointed out by 
a research working party set up by the Incorporated 
Accountants’ Research Committee and other bodies 
some years ago—will be removed. 

On the face of it, the remaining part of the announce- 
ment by the Government might suggest that the local 
authorities are to be enabled to raise more for themselves 
from a given rate poundage. If that were the correct 
interpretation, a first welcome step would have been 
taken towards reversing the long-lasting trend from rates 
to grants. It is this interpretation that is prompted by the 
proposal to raise from 25 per cent. to 50 per cent. the 
proportion of its rateable value on which industry is to 
pay rates. However, the hard fact is that the total of all 
rateable values in the country will remain exactly the 
same as it was in 1956/57. The inroad into the de-rating 
of industry and the revaluation of Crown property will 
together add only what is being taken away by the 20 
per cent. reduction in commercial rateable values. The 
pattern of rating will be odd in the extreme—occupiers 
of shops and offices will pay at 80 per cent. of full 
strength, so to speak; industrialists at 50 per cent., and 
farmers, who remain completely de-rated, can ignore the 
whole thing. Householders will pay at 100 per cent., but 
on rateable values at 1939 levels, instead of the current 
levels at which other rated property is valued, so that in 
effect domestic rates will be paid at much below full 
strength. It is the very oddness of this rating pattern that 
holds the promise, as against the present virtue, of the 
new dispensation. The next round of reform after this 
one ought to carry to the limit the principle, now faintly 
murmured under the official breath, that de-rating is 
anomalous—a principle meaning also that variations 
in the basis of valuations are anomalous. If by such a 
reform—accompanied by a compensating reform in the 
structure of central taxation—the pool of rateable values 
were greatly enlarged, a really decisive step towards 
local autonomy would have been taken. Here—not in 
finding other imposts for them to levy—is the main hope 
for the future of the councils. 
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Our contributor, dissatisfied with the state of agricultural accounting, 
suggests ways in which the accountant could do a better 

job for the farmer. If the accountant does not improve his service, 

it will be his loss. 


Where Accountants Lag 


Shortcomings in Farm Accounts 


by Ancrum Evans, F.c.A. 


AGRICULTURAL ACCOUNTS ARE a neglected subject. I make 
the statement advisedly. During the past two years, I 
have had the opportunity of examining some 200 farm 
accounts. My own experience that accounting in agri- 
culture lags badly behind accounting in any sphere of 
activity comparable in size and importance was supported 
by at least two speakers at the conference of the Agri- 
cultural Economics Society held a few months ago in 
Harrogate. One speaker, indeed, urged that it was 
necessary to provide instruction for farmers on the nature 
and method of keeping accounting and other information. 

For the most part, agricultural accounts are prepared 
almost solely for tax purposes. The cause is no doubt 
historical; for many years the farmer enjoyed the 
privilege of being assessed for tax under Schedule B, so 
that unless he wished to take advantage of loss claims he 
could live a life care-free of paper work. Even now, 
many farmers have only limited requirements from the 
outside world and some are still self-sufficient enough not 
to need to keep records for business reasons. A man who 
has done a good day’s work in the fresh air, using not only 
his brawn, but also his brains, is by no means inclined to 
do office work in the evenings, and the great majority of 
farm units are too small to employ clerical labour, even if 
it were not in short supply. 

Farmers, then, often send in their records incomplete or 
late or both, and expect the final accounts to be turned out 
as cheaply as possible. Small wonder that mutual dis- 
interest develops and that agricultural accounting prac- 
tices (my own included) leave much to be desired. Until 
recently the banks, for their part, relied mainly upon 
roughly drawn-up statements of affairs, called bankers’ 
balance sheets, prepared with, or without, the bank 
manager’s assistance. 


Farm Costing 

As for agricultural costing, the work is very largely 
outside the profession. It has been absorbed by the agri- 
cultural economists. Their valuable work is conducted in 
the patronised atmosphere of scholastic research. Per- 


haps, indeed, it is to the good that the commercial cal- 
culus has not-been too strictly applied in determining 
what costing work should be done. Wye College in Kent 
has ceased to operate its farm costing account system, 
because it was estimated to cost the College £250 per 
farm—an indication of the expense of conducting the 
work that is continuing. In conjunction with the agri- 
cultural economists, the National Agricultural Advisory 
Service does work in costings, frequently using the pro- 
fessional accountant’s balance sheet and accounts as the 
raw materials of the calculations. N.A.A.S. officers, who 
are now increasing the scope of their work, do an indi- 
vidual job with a standard technique. They bring tech- 
nical knowledge and experience which no accountant can 
have. But the results are, to an accountant’s mind, an in- 
complete guide. The future here lies, I believe, in im- 
proved liaison between accountants and N.A.A.S. 
officers. S. V. P. Cornwell, F.c.a., and Arthur Jones, 
M.A., have shown the way in their valuable joint article, 
published in ACCOUNTANCY for October last (pages 
387-91). If the improved liaison does not come to pass, 
professional accountants must not complain if accounting 
work proper eventually passes into hands outside the 
profession. 

So far, however, it is only the minority of farmers who 
are taking advantage of the N.A.A.S. service and more 
often than not it is the accountant, if anybody, who can 
improve and use farming accounts. In doing so, he would 
do well to base himself on the principles and information 
in the pamphlet The Farm as a Business prepared by the 
Ministry of Agriculture (H.M. Stationery Office, 4s. 6d. 
net). Further basic information, usually necessary for 
comparative purposes, is either published by the agri- 
cultural economists at the universities, or can frequently 
be obtained from them. Both the officers of the N.A.A.S. 
and the agricultural economists are, in my experience, 
only too willing to co-operate with any accountant. 

Summing up, then, agricultural accounts as prepared 
by the profession are not up to much; another profession 
has, broadly speaking, moved into the field of agricul- 
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tural cost accounting; and now either we need to consider 
what the accountancy profession is going to do about 
keeping accounts for farms, or alternatively, we leave the 
way open for some new breed of professional man who 
will do the job instead. Obviously, most people in the 
profession would prefer the first of these two courses. 
We must set about to do a better job—but how? 


How to Improve the Job 

The first consideration must be the clerical effort avail- 
able—either from the farmer himself or from others. 
If the clerical work that can be done is negligible or near- 
negligible, we should try to prevent the keeping of any 
financial books at all, other than those noting the very 
minimum of petty cash transactions. Banking intact 
moneys received and paying by cheque ensures that 
everything is recorded. In my opinion, it is far cheaper in 
professional effort to prepare a set of account from basic 
records than to have to correct books that are wrong and 
then to prepare the accounts from the corrected books. 
If, however, clerical effort of more than indifferent 
quantity and calibre is available, then the first step must 
be a reconciled bank cash book. In other words, the 
village girl, the farmer, his wife, or whoever it may be, 
has to be taught how to reconcile the bank. Without 
instruction, few of them know how. Once this stage is 
reached, it is a fairly simple matter to extend the work to 
analysis books, analysing firstly the various items under 
main heads and then the main columns into sub-analyses 
as required. This work is simple and is within the capacity 
of the village girl who has just left school. Ledgers and 
trial balances are to be avoided—the agricultural time 
cycle is long and it is simplest to measure the results 
progressively and annually. 

The essence of good accounts lies in the detailed analy- 
sis of the original figures, and the remarshalling of the 
analysed figures into a few significant ones that are shown 
off together in a main account. Much too often, farm 
accounts consist of lists of opening stock, closing stock, 
income and expenditure, and it is virtually impossible to 
see the position without getting out a pencil and paper. 
The purchase and sale of animals out of a breeding flock 
or herd will not be of an annual pattern. For instance, in 
some years the replacements will be home-bred, whereas 
in other years for some reason or other they will be 
bought-in, and it follows that sales and puchases in them- 
selves have little significance. It is, therefore, desirable to 
show in separate summary accounts the four figures of 
sales, purchases, opening and closing stock for each main 
trading item, and in this way to arrive at the crude 
surplus. The agricultural economist calls this surplus the 
“‘output.”” We should do the same. We need, however, to 
appreciate that the valuations are a major factor in deter- 
mining this figure, and that there is frequently a con- 
siderable discrepancy, plus or minus, between the value 
of an animal in stock and the price at which that animal 
may eventually be sold. However, it is fair to say that the 
output figures are roughly comparable, taking one year 
with another, and it is useful to set the output of this year 
against that of last year and of earlier years. 


The items of “inputs” may be treated in a way similar 
to that suggested for the outputs. 

The farming and profit and loss account should be 
divided into two parts in precisely the same manner as any 
other trading account. We have the farming items above 
the line and the profit and loss items below the line, and 
at the point where we draw the line we calculate what one 
might call elsewhere the gross profit. 

The revenue is easy to marshal; it falls naturally under 
the main heads of output from livestock, from crops 
(each in their categories), and, if any, from fruit (dis- 
tinguishing between hard and soft fruit and such items 
as hops). On the debit there are the four items of farm 
purchases or inputs—feedstuffs, seeds, poisons or sprays, 
and fertilisers. 

It is a most unfortunate thing that, while the vast 
majority of accountants would agree that poisons and 
fertilisers are a direct and variable expense in the pro- 
duction of grass, corn and other crops, the agricultural 
economist takes the opposite view. His argument is 
that the purchase of feedstuffs and seeds is virtually a 
process of borrowing additional land and, therefore, as 
he is interested in calculating an output figure per farm, 
he must deduct only these two items above the line. 
Whilst one can sympathise with this approach for pur- 
poses of statistical comparison, as accountants we should 
exercise freedom of decision about where the line should 
be drawn in the farming and profit and loss account. For 
to us, surely, the place of any item in a trading or profit 
and loss account is determined by its inherent charac- 
teristics—its size, its variability and its directness. 

Below the line, overhead expenditure can be collected 
together under the four main headings of labour, opera- 
ting and maintenance, management and estate expenses. 
The lack of flexibility in the number of men that can be 
employed, together with the absence of time records, 
usually dictates that labour will be treated as an overhead, 
and it will usually be found that it forms well over a half 
of the overheads, if not as much as two-thirds. In the 
operating and maintenance group of expenditure will 
come contractors: the agricultural economist might well 
prefer to show this item, if its size is at all significant, 
under a separate heading—I would myself agree, on the 
grounds that the contractors bring labour on to the farm, 
as well as machines. 

A useful sub-heading is stores. It is frequently possible 
to split expenditure under this heading into its functional 
departments—dairy stores, fruit stores (chips and boxes), 
crop stores (binder twine and the like), and so on. 


Crucial Missing Figures 

So far, so good, but we have left out the most important 
entry, because it is not shown in the bank account or in 
the books, and the chances are that our client does not 
know the information either. The only thing to do, there- 
fore, is to make an entry in our diary and remember-to 
write to him next year asking him to note the figures that 
we require. The figures are these—the quantity and values 
of the home produced corn, hay, straw, kale and other 
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root fodder crops. So that we can reconcile these figures 
with the stock, we also want to know which of these items 
the farmer has fed to his livestock. Then we can account 
for the cost of the home-produced feedingstuffs fed to the 
animals; the valuation of grazing is too much of a problem 
and, for this reason only, I leave it out. Even so, it is a 
good start to deal with the proteins and other feeding 
stuffs that are harvested. One can almost hear the roar of 
protest that this treatment is impossible—so it is, but only 
until the client has been convinced that the information is 
necessary. It is our job to convince him. Frequently a few 
rough calculations based on what he says he has grown, 
what you know he has sold and what he has got left will 
show (at a reasonable farm gate price out) that he has 
made a loss on his livestock, or failing that, not profit 
enough—and he can be convinced that way. 

Let me give a few figures to illustrate the need to con- 
vince the farmer on the point. Considering only protein 
feedingstuffs, that is, corn, Table I, based on figures 
kindly supplied by F. G. Sturrock, of Cambridge Uni- 
versity, shows the position. 


TABLE I 
COST AS A PERCENTAGE OF TOTAL COST 
1954/55 1952/53 1952/53 1953 1953 


Hen at Heifer at 
Bacon pig _ point of Eggs point of Milk 
lay calving 
Cost of 
Concentrates 81 64 68 61* 54 


*.11 per cent. is milk or milk substitutes. 


For eggs and milk, we have also to allow the provision 
for the loss of value of the hen or the cow, and that loss of 
value is in part a loss of value of an outlay that originally 
took place in the form of concentrates. So for eggs we 
should add, say, a further 12 per cent. to our figure of 
68 per cent., making 80 per cent. in all. For milk, we 
should add, say, 2 per cent. to the 54 per cent., making 
about 56 per cent. When we consider all the other expen- 
diture involved, we can see that the margin after the feed 
costs have been met is small, and it requires only a small 
inefficiency in the use of the feedingstuffs for a profitable 
activity to become an unprofitable one. Now, if the whole 
of this very substantial expenditure were bought-out by 
the farm, all would be in order, but, as Table II illustrates, 
it is quite possible that a third or even a half or even more 
of the cost of animal products will never (on the basis of 
accounting in question) be reflected in the financial 
accounts at all. Not only so, but the crop revenue is 
shown up in a very bad light. 


Budgeting 

Historical costings and historical comparisons do not go 
the whole way. Professional advice is incomplete if con- 
fined to an examination of the past. Faults discovered 
may be incapable of correction in time or to correct them 
in the face of the delay may be too costly. In agriculture, 
the long time cycle of production makes it particularly 
important to have early warning of how things are going 
wrong. Further, the seasons dictate that certain operations 


can be performed only at certain times—if an opportunity 
is missed of putting matters right, anything from three 
weeks to one year may be lost. 

Thus budgeting is necessary if the farmer is to receive 
the best advice. The few accountants who are now bud- 
geting for farmers mostly work on the same lines as the 
N.A.A.S. The method is to take a set of normal historical 
accounts, to recast the information to bring out the essen- 
tial figures, and then to “‘normalise”’ the accounts. “‘Nor- 
malising” means adjusting the figures to remove known 
abnormalities for the year under review—in effect, pro- 
ducing a standard account for the year. Variations are 
then made for known and estimated changes in efficiency, 
market prices and other factors in the period of the 
budget. This “profit and loss” budgeting allows for an 
estimate, in very broad terms, of the working capital re- 
quirements, but it is to be noted that it does not budget 
for cash. Here is a defect, for in farming the cash flux may 
be as much as 20 per cent. of output, while the ratio of 
investment in tenants’ assets to annual output may well 
reach 3:2. The N.A.A.S. system of budgeting has 
been evolved primarily by agricultural economists, and it 
can be applied by N.A.A.S. officers without any assistance 
from the accountant. The profession ought to be seriously 
thinking about whether this state of things, and the 
budgets in which it results, are really good enough: 
certainly, improved and workable methods of budgeting 
are to hand. 


TABLE II 
FEEDSTUFFS 
Size Total Purchased Home Grown 
Acres Foods 
£ £ £ Percentage 
60 1089 498 591 54 

168 2170 641 1529 70 
Dairy 225 4967 2840 2127 43 

238 6462 5540 922 14 

308 5295 1713 3582 68 

464 1702 1303 399 23 

Pigs and 844 1457 1202 255 18 
Poultry 291 5884 2365 3519 60 

135 1725 822 903 52 

280 4748 2447 2301 48 

245 2104 523 1581 75 

252 3654 2476 1178 32 
Mixed 650 8081 4315 3766 47 
Livestock 212 3036 2077 959 32 

225 1634 132 1502 92 


(Extracted from figures kindly provided by Cambridge University.) 


Fees! Yes, fees are the final trouble. Many farmers are 
charged so little that it is virtually impossible to pay 
adequate wages to the accountant’s staff and to provide 
proper professional service. Further, perhaps one in six 
of the farmers has a bare subsistence income; he farms a 
unit too small, with too little capital and indifferent 
equipment. Our remedy, at least in the first instance, must 
be to select from our clients those who can and will 
benefit from extra advice. Eventually prosperous clients 
will make their advisers prosperous too! 
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In recent years much work has been done on the problem 

of keeping the stocks of a business at the optimum level and fixing the 
economic volume of orders. This article sets out the salient results 

of the work, including some original research of the author. 

The mathematics has been put in the simplest terms that the 

subject allows. 


The Control of Stocks 


by he H. Hepburn, Nobel Division, Imperial 


1. Introduction 

STOCKS ARE HELD at a number of stages in industry: as 
stocks of raw material, as process stocks at some inter- 
mediate stage of production, and as stocks of completed 
product. These stocks act as a buffer between supply and 
demand, thus allowing plant to be run more steadily and 
more efficiently, and orders to be met more promptly. 
But it costs money to hold stocks, so that the problem in 
stock control is to decide how much stock to hold for an 
uncertain future. Supplies may be irregular or batchwise 
and demand regular and continuous, or demand may 
vary and supply be regular, or both may vary. The various 
problems that may arise are essentially of the same type 
and although, because of the many other closely related 
questions of supply, production planning and distribu- 
tion that must be taken into account, a ready-made solu- 
tion will not be available for every likely problem, the use 
of fairly straightforward statistical methods can go a 
long way to showing the optimum size of stock to carry in 
a given set of circumstances. It is my intention in this 
paper to consider stock control in a very general sense, 
but I shall give a brief account of some particular prob- 
lems that have arisen. 

Since the early 1920’s there has been an increasing 
amount of literature on stock control, written in the 
earlier days by economists and more recently by mathe- 
maticians employing refined mathematical theories to 
solve some typical problems. Although not much on 
stock control appeared in the literature before 1920, it 
was generally accepted that both understocking and over- 
stocking could be costly. Obviously if there were no 
penalty for understocking, no stocks whatever would 
require to be held and there would be no problem. If 
there were no penalty for overstocking, such large stocks 
could be held that no possible future occurrence would 
deplete them and again there would be no problem. 

As an example of the penalties in stockholding, con- 
sider a restaurant proprietor who buys perishable food 
for the day. If he buys too much it will be spoiled and he 
will suffer a loss. If he buys too little he will have to turn 
away customers unsatisfied and thereby lose potential 
profit on the day and perhaps customers for the future. 


Chemical Industries Limited 


Somewhere he must find an economic balance between 
the stocks necessary to supply every possible customer and 
those to supply only the minimum number of customers 
likely to enter his restaurant. 


2. Factors Determining the Size of Stocks 
Let us now consider some of the factors determining how 
much stock should be carried. 


(a) Demand for Product 

The demand for stocks of a completed product is usually 
out of the producer’s control and so reliance must be 
placed on past experience to estimate the demand. Stock 
control cannot be divorced from sales forecasting. Sales 
forecasting techniques must be used to determine whether 
the demand is likely to be regular, at random or seasonal, 
so that preparations can be made for possible fluctua- 
tions between supply and demand. It is advisable to 
determine the probability distribution of demand. In 
practice this may not be readily expressible analytically 
and recourse must then be made to sampling experi- 
ments (by what are called ““Monte Carlo” methods). 


(b) Time Goods are in Process 

When orders are always supplied from stock immediately 
on demand it should not be necessary to take into con- 
sideration the length of time the product spends in the 
manufacturing process. Usually, however, the variation in 
delivery dates is such that some orders must be supplied 
from stock while others can be manufactured to order. 
Problems of production planning then arise—it must be 
determined what proportion of orders are likely to be 
supplied from stock and how much can be made to 
order. 


(c) Supply Conditions 

Just as the probability distribution of demand must be 
determined, so must the probability distribution of sup- 
ply. In effect, the probability distribution of supply takes 
into account variability of delivery dates and variations 
in time about the promised delivery dates. Variations in 
supply of raw materials may cause a hold-up in produc- 
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Q. How would you exercise remote control 
over a high-density, infra-red, digital operator ? 


AX, You wouldn’t. But for speed, accuracy and economy in all kinds of figuring 
you would install Monroe Calculators and Adding-Listing Machines. Set the 
problem, press a key — and leave the rest to automation. Your Monroe steers 
its own way through all stages of figuring, short-cuts hundreds of time-wasting 
intermediate steps, races through complex calculations to the right result. 

Send today for details of the comprehensive Monroe range. 


There’s a model specifically designed to meet 
your particular requirements. 


The fully automatic Monroe 
Duplex 66N is the world’s 4 
most advanced machine. 
It combines instant 
production of figures 
immediately required with 
separate accumulation and 
storage of intermediate 
figures for use in 


subsequent calculations. 


MONROE CALCULATING MACHINE COMPANY LIMITED, BUSH HOUSE, LONDON, W.C.2. 


COVent Garden 021! 
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WHEN 
YOU'RE 

COMPLETELY 
‘HELD UP’.... 


.... When the wages office is inundated with work. A key worker 
has just left and you’ve no replacement. Overtime is astronomi- 
cal. YOU’RE COMPLETELY HELD UP. Then the immediate 
answer to all your problems is an Anson Payroll Machine. 


The Anson Payroll Machine saves hours of work because it cuts 
form-filling to a minimum, and it reduces the cost of P.A.Y.E. 
wage payment by half. It is simplicity itself. The wages clerk 
merely loads the magazine with the payroll documents and makes 
his entry on the Anson Tax Card (the top record) and the Pay 
Slip, Wages Sheet and Wage Envelope are automatically completed 
at the same time. Four jobs done at once. There’s no risk of 
transcription errors. No perforated payslips to tear off. In fact, 
it’s so quick, about 50 complete entries can be made in an hour. 


The Anson Payroll Machine is noiseless, cannot go wrong and is 
extremely economical to buy and to operate. It is approved by 
the Inland Revenue Authorities and is available to any company 
employing over 25 people. /t will reduce the pressure of* work in 
your Accounts Department. Post the Coupon now—the NEW 
TAX YEAR is only a few weeks away. 


NSON 


PAYROLL 
MACHINE 
SAVES LABOUR, 
TIME and MONEY 


[al seanet duane coats, : 
GEORGE ANSON & CO. LTD. 
58 Southwark Bridge Road, London, S.E.1 
Telephone: Waterloo 3746/9 

Please send full details of the Anson Payroll Machine to: 
NAME 
ee 
ADDRESS 
i: No. employed... 
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VALUATION AND SALE OF 
BUSINESSES, RESTAURANTS AND HOTELS 
PROPERTY INVESTMENTS 


CHRISTIE & CO. 


7 BAKER STREET 
LONDON, W.I 
Tel. WELBECK 0022 


London & 


Home Counties 


I 5 PALMEIRA MANSIONS 
HOVE 
Tel. 38936 


Sussex 


JACEY HOUSE 


Hampshire & | THE LANSDOWNE 


South West | BOURNEMOUTH 
Tel. 7247 
ST. STEPHEN’S HOUSE 
Devon & | CATHERINE STREET 
West Country EXETER 
Tel. 59371 
IMMEDIATE 
ANNUITY 


RATES 
INCREASED! 


For Example:— 


Age last birthday Male Life Female Life 
60 o.¢.% @. 4.0% 
65 mn .83.c% @&. 6.0% 
70 £12.14.0% £10. 16.0% 


For Mutual satisfaction consult: 


NATIONAL PROVIDENT 
INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— Established 1835 — 


48 GRACECHURCH STREET, LONDON, E.C.3 


Telephone: MANsion House 148! 
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tion which, as well as causing large monetary losses, will 
affect stocks of the completed product. 


(d) Terms of Purchase 

Rebates are often allowed for bulk buying and although 
sometimes these rebates appear very attractive, the 
question of how the rebate is balanced by the cost of 
storage of the extra stock must be gone into very care- 
fully. 


(e) Cost of Making an Order 

Every order requires clerical time, stationery and postage. 
If these costs increase, the cost of stocking will increase. 
If an attempt is made to balance increased costs of making 
an order by making fewer orders, larger stocks will 
require to be held, and a point of balance must be found 
that minimises the cost of holding stock. 


(/) Price 
If prices tend to fluctuate there is often a conscious 


attempt to play the market and stockpile when prices are 
suitable. The savings due to buying at low prices must be 
balanced against the cost of keeping large stocks. But the 
lower the prices, the less the capital tied up and the lower 
the insurance premiums. 


(g) Operating Economy 

To minimise costs such as those on machine set-up it may 
be cheaper in the long run to build up large stocks of a 
product from time to time. 


(h) Costs of Storage 

Costs of storage can be very high. Warehouses and stores 
are costly to build and maintain. Transport costs from 
factory to warehouse and warehouse to customer have to 
be incurred. The larger the stocks the higher the handling 


costs. 


(i) Risk of Fall in Price, or Obsolescence 

Although in present conditions there is not much likeli- 
hood of a fall in price there is always a likelihood of a 
product becoming obsolescent. The greater the amount 
of capital tied up in stocks the greater would be the loss. 


An attempt must be made to balance these factors in 
terms of cost and so to determine the optimum size of 
stock. The relationship between the size of stock and any 
one factor is often vague and even impossible to deter- 
mine precisely. There is more than a mathematical rela- 
tionship and experience may have its part to play in 
deciding what stocks to carry. While a statistical treat- 
ment will yield an answer giving the optimum size of 
stock compatible with a given policy and may also go 
some way towards indicating the most economical policy, 
there must remain some risks which only an experienced 
judgment can assess. Some risks may never be assessed 
accurately—for example, the possible loss in trade and 
goodwill that might arise because of an inability to fulfil 
an order. In such cases the more usual approach is to 
ignore the cost of running out of stock and to keep the 
risk to a very low level. But that approach is to be avoided 
if possible. 
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3. Cost of Holding Stocks 

The cost of holding stock will depend on the amount of 
capital tied up in stock, on the cost of storage, handling 
and transport, on obsolescence, on deterioration and so 
on. Some American concerns have quoted the annual 
cost of holding stock as 25 per cent. of the value, made up 
as follows: obsolescence 10 per cent., loss of interest on 
capital 6 per cent., deterioration 5 per cent., handling 
24 per cent., transport 4 per cent., taxes 4 per cent., 
insurance } per cent., storage } per cent. 

We need not necessarily assume that American ex- 
perience holds here and we may consider that, with 
reasonable turnover, factors such as deterioration and 
obsolescence may be ignored. Opinions vary regarding 
the cost of money tied up in stocks. At least it is the over- 
draft rate of 6 per cent. per annum and at most it is equal 
to the return expected on a capital investment. If the 
normal return expected on a capital investment is of the 
order of 15 per cent. per annum and to this is added other 
costs of holding stock, such as those of handling and in- 
surance, the American figure of 25 per cent. per annum 
may not be such an overestimate as it would at first 
appear. 

With the cost of holding stocks so high, it is quite 
apparent why the reduction of stocks to the minimum 
compatible with maintaining adequate service to the 
customer is so important. 


4. Optimum Ordering Quantities 

There are two methods of ordering supplies of stores 
items; firstly, to order at fixed intervals enough of the 
particular item to bring stocks up to a pre-determined 
level and, secondly, to order fixed amounts when stocks 
fall to a certain level. If, in the first instance, the intervals 
of time and, in the second instance, the fixed amounts, 
are chosen carefully, the average amount of stock held by 
either method should be the same. In each instance the 
pattern of demand must be estimated. In the first, the 
level up to which stocks are brought represents the total 
amount of the particular item likely to be required during 
the fixed interval; in the second, the level of stocks at 
which an order is placed represents the amount of the 
particular item likely to be required between placing the 
order and receiving delivery against it. The method to 
employ should be the one that minimises the cost of 
holding stock. In conditions most frequently prevailing— 
that is when the order-receipt period is not more than 
half the average optimum period between making orders 
(as determined below) and when the cost of making an 
order is more than one-twentieth of the annual cost of 
holding one item—the second method will entail lower 
costs. At the critical level when there is nothing to choose, 
financially, between the methods, the second method is to 
be preferred, as it usually depends on the assumed pattern 
of demand being maintained for a shorter period than the 
corresponding period under the first method. Any devia- 
tions from the assumed pattern of demand will therefore 
have a small effect under the second method than under 


the first. 
Considering the second method, it is seen that stocks 
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at any time can be taken as made up of two parts: a 
buffer stock, being the quantity on hand when orders are 
placed, and an active stock varying from zero to the 
amount of the order placed. 

A mathematical formula for determining economic 
ordering quantities has been derived independently by a 
number of authors. The total annual costs involved in 
ordering and carrying stocks (K) over a year are given 
by this formula, thus: 

Q Y 
K= (B+5)I+ oS 
buffer stock, that is, the level at which more 
stock is ordered; 
Q = ordering quantity; 
I = cost of holding stock; 
Y = expected yearly sales; 
S = cost of placing an order. 
From (1) the optimum purchase quantity that minimises 
costs can be obtained (by differentiating K with respect 
to Q and equating to zero). This quantity is: 
2YS 


where B = 


The formula does not take into account factors such as 
discounts for large orders. R. H. Wilson* discusses very 
fully in what circumstances the formula should be 
departed from. 


5. Calculation of Buffer Stock 

The ideal size of buffer stock would be the one that 
provided just exactly the amount likely to be requested 
during the order-replenishment period. However, varia- 
tions in number of demands and in delivery times are 
bound to occur in the order-replenishment period and 
the buffer stock must be large enough to allow for these 
variations. Firstly, the pattern of demand must be 
determined. When demand is at random the pattern is 
frequently found to approximate to the Poisson proba- 
bility law. A rough method of checking a Poisson distri- 
bution is to calculate the sum of squares of deviations from 
the average. If this sum is found to be equal to the aver- 
age, then it can be assumed that the pattern of demand is 
a Poisson distribution. In that event the buffer stock, B, 
is taken as B=D-+av D, where D is the average demand 
during the order-replenishment period and a is a factor 
depending on the chance that one is willing to take of 
running out of stock. (For example a is equal to 2.33 if 
the chance of running out of stock is taken as | in 100 
times.) 

If there is any variation in delivery times it must now 
be determined. Very often the frequency distribution of 
delivery times is found to be approximately normal. The 
easiest method of checking whether it is normal is to plot 
the cumulative frequencies on probability paper. If the 
plotted points fall on a straight line the distribution can 
be taken as normal and the probability of delivery after 
any number of days can then be read off directly. 


*R. H. Wilson: “Stock Control”—Railway Purchases and 
Stores. March/May, 1943. 
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Finally, the cost of running out of stock must be deter- 
mined, as the level of buffer stock chosen must be such 
that the annual cost of holding stock plus running out of 
stock is a minimum. 


6. Example 
As an example of the method of solution, suppose we 
require to find the optimum purchasing quantity and 
buffer stock of items costing £10 each and for which the 
average annual demand is 50. Suppose the cost of making 
an order is 5s., that the cost of holding stock is 15 per 
cent. per annum of the value of the stock and that the 
cost of running out of stock is £100. Suppose, further, 
that the average order-replenishment period is 134 days, 
delivery dates vary between 10 and 17 days, and when 
the cumulative distribution of delivery times is plotted on 
probability paper the plotted points are approximately on 
a straight line, so that the frequency distribution can be 
assumed to be normal. Suppose, finally, that demand 
during the replenishment period can reasonably be ex- 
pected to be at random, the average requirement during 
the 14 days delivery period being 2. 

Firstly, application of the optimum purchasing quan- 
tity formula gives 


—— =4.1 approximately. 


It is obvious that fractions of an item cannot be purchased 
and so 4 items would be ordered on ten occasions during 
any one year and 5 items on the other two occasions that 
orders would be placed. 
Ignoring the cost of ordering, the cost of holding stock 
will be 
4.1 15x 10 
(> +8) =o 


The number of orders placed per year will be pe (or 


=3.1+1.5B 


nearly 12). Therefore, if B is taken so that we run out of 
stock on the average once in every y years, this is equiva- 


: 5 : 
lent to once in every | replenishment periods. The an- 


4.1 
nual cost of holding stock and running out of stock 


during this period will then be at +1.5B. In effect 


we require to minimise this cost. 

We now prepare a table as shown on the next page. 
In the first column of the table we write down all the 
order-replenishment periods that occurred, in our 
example 10 to 17 days. In the second column we enter 
the probability of each of the order-replenishment periods. 
These probabilities are obtained either from the plotted 
line drawn on probability paper or by a direct calculation 
from the parameters of the normal distribution. Column 
(3) is the average demand expected during each order- 
replenishment period and in column (4) we write down 
the probability of demands greater than certain specific 
demands being received when the average demand is that 
shown in column (3). These probabilities may be obtained 
from tables or curves of the Poisson distribution, or they 
may be calculated, as they were in the example. We then 
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The Answs 


How does the law affect given circumstances ? 
SIMON gives you all the law and st 
Where can | get the obscure legal terms made clear 
SIMON explains the law in straightf 
What action should | take ? 
SIMON tells you what to do, and a 
How do | work out the tax and allowances ? 
SIMON shows you by practical exar 
Where can | find the information | want with the m 
SIMON has a comprehensive Index, 
How can | be sure the information is up to date? 
SIMON is kept abreast of developme 
Is the information reliable ? 
SIMON is authoritative ; it is the we 


SIMON’S INCOME TAX is therefore the best | 


income tax affairs. With this work to guard and gui 
and procedure your path will be as smooth and strai; 


7 i coe SU me oa 
2 = -. 5 ae Rest ona a a 9 te = 
ae 1 — oe a ¥ 4 pen . . Bt ae ; ree ee ees : eS 
han Pee es i ae i: G oe és aiid ‘a 
Rat mary 2 ee : = aK: a oe hee . a x ae i ae ae Behn ae) ig . Pines a 
“ xt, a3 7 ie oes a a ers eR Ba ares Ak % ae ern ; 2 a 5 i Re ds ee = 
a Pi eee iy *: - Po ee gee a len, OE re 
ie ay aes as Be ae oa ae ee =Eaey ie & Ps ta Ola 
ty & ae ee ae eae Re ee J oa ~ ie Sroe ae” : + tS, 
i a eg et eae per) a oe, oa o4 i eo . ae ; _—s . Fs “aa 
a , : hgmeuelliapacs , ; 3 Be bags ese or yee r f a % a a =" a 
; “times ee eS eee = =. a ee ote 
, Me ee. CE i Se ee oA mrt Dae as Asi eS Pe 3 ae : Liat cy : . 4 mi ree Ri eye hee, 3 4 
IE = x Pie rt Ties Me at fe ae en A ; a ‘ i. 8 a ge ane e 
Ae 4 ea oo os ave oP ager ea "yee Pies ts es ile , ' se i ae = aa oy : ae cae 
i ee Rytesch i. iy ne . Saree Merci + VaG's be oie ees ; s+ oo bo " ‘ - _ 
ts Rie: eet mie ae is - eee ean pe) EE 4 ee is Eee Tr 5 
a ; Bi ta ae oA bt Sired | he Sead eo r. ‘ ra ‘ iS a : = £ Saige Ras 
ee fi 7 oA AS ean a 7 : ed ‘Shee ¢ a ; ‘ —— 7 a ved = a ; 
: S 4 oc Ena fea Bi es ee rs a a OS ER Be. 
“7 a j ——tté<t«S SS 
$ ‘ : a x c “<a - “ea 
: ‘ oe . + Ve 7 . . ; ae ee 
; . Se 7 a 
: ee sn circa ; E. > a 
: a rie 9 ; ‘ : = an a 
Ss. ie ADS eee : rs. 
at ay, ied Pere ‘a 
1 a ey ma x rd tal ee) 
PUT Poe sar i. «2. a | 
ee eee te “= 7 
; Per Atle! ee A) A via 
be inane ie : : tie Bi De te Bee 
a ol ee 
oh ae rie Be ot Le eh ae Se 
ae Ny 5 @ ae a Ee ot eee 
Sai pee: TS eee yo 
fae Se Se 
Sh id ee eal Ge ead We 
a= Bs ea hia et em a 
Y Bae & mee ae ae a i i : 
sm r Ege deli he ear ae — 
Be ae a r + (a ee a 
+, y 3: - A ke f Ls - f, s 3 os 
& ‘ or ae ‘i + u oe : ry. 
‘ tisk a pee mame, kc tees 8 — 
xe hay s?, i ‘ Bieta eee SEG yey - - a 
“ hy ls a Been 4 a : 
Es at 4h . 
‘ pay Cal oe So i 
. = ee be eid . aa 
4 ‘ag 4 By oe ed a 
ee, * Tae a on os : S (a 
: Te a sige: ie ats a a — yy 
i oe 
¥ » SE Gio : ‘ eS 
_ ~ 3 ' ? ; foe ‘ ki . é J 2 e = 
F ae. lot, ean 4 % ae eT a 
= ss oa es i) Po a er" is a 
# : a. ' Sct ae 
ie ie > 5a 
id ‘te eas ‘ F 4 i © og 
ae a eo le 
5 a | eae, See ° 
i : ae “ais Nk ee ig 
~ t : oat fF re " ee a - e <i 
$ mag... oom a ae ag 
Bi on ae [aa Pa, a. 
ex ‘eae a ba faa 
> Sa ane i oa a. 
Vege 2... o fe aT 
; Py aes i ry 7 te tae 
Bike gn Oi) ; or “ 
ee as =» ; ce is i 
S. “wae ; a 
ys 4 35 a 
. at ng: a m - wore : o- 
pa | a)» ae 
4 J \igthes Pa Wee ke of ee : JS 
om ae Aas oa i 3 a et a ee 
ic a ¥ Wage. ~ uA hs ae 
“oe Cor oie oe ae 
ae Fae: ‘i rae 3 “ ‘a 
i ce. 5 aoe ae. 
. ee) Te i, ; Pee” Fi - cte 
i xs ; ‘ ieee: See 
er) : ad 3 eee eg. a 
* i 4 Ao) ee Bie) 
“= 7 4 i hae . t 8 a" E bate 
Seay 2 i eee: to ee 
Pomc ee a ee Pt aa 
23 i ; 2s 
oe a a I ea 
a ar 4 ae " ae aaee aS 
2 ae ; eh, ee 
«4 ’ ~ a “ = em al aa 
Pos es ee pk 
i > aS ee 1a 
ee Se fs ake: OADM FS Th 
a pay Peet cee i. 
Pt pa ae Pe ee Sn 2o A oF 
ie ane! ares Cotes ines 
“ , Pa Se gr i 7 eas eR: : 2 
‘ Pee" Roe Bene . Pa m4 ‘ 
¢ + ; ea e "9 id = ay 7 
ae - Se See eee i eee 
M ae 2 aa era ~ elaine x > 
‘ = ee ea eH 4) ae a Y "9 
a? Sk eee oe SR Smee 
; oi cf ee 5 2 cae a > 
: ‘ ee ee ne | 4 : Peay eet. 
, ; ee se eats oh eL, ee » oe 
i ee ae py plas eee iz es 
at ee ai 
| <a — 4 
: ‘ i ae ae Be : S fa , ae . a a. 
eS: ale tei yi ae 
7S ae ‘ Nid see gh ake i. ‘. & — AEs a : i a Roe. 
rama 5 baja bon ahs oo. oe este so mea ; Iie ese pr " a : SESE aera 
aan Pe eat hen gs Our ae tm a ie ae I RSA B. : 3 ? b : — at 
1 ie see Be ee ca yet DS Reo eee : “a ae - Bi aa Bi eee 1 oon 
Le ae ee ee ee — “> eee 
; Lage Sey = ce ee: aie buys ie te 7] i iz ‘ ae oo fae ae 
een a : N ei es ee ee : sae at ¥ e - eg ca 
ete rai agi |< ee. — 3 ee 
, Ea ella ee “* ce ae — sel aa . z F . ze 
eat 2 en am a ae a as oh Pe 25 4 emt z _ : : saa a hl 4 st 
* Rc ee ee rie ‘ S Ye _ a: oe a eae me “og See sae Pi ae, oy > si 
: Rai 2 Re en eee. > Catt te: a ‘2 ie ae f° Bee oop 
: r OS eae te ro / E 3 5 i ie Ye ee F a ay ane ; ee es fe A 
: Tepe cee. ee eee ha eS ee . owe ; 5 ie Sey ea ; 
: Bee oe ’ ete ; F / ‘a ‘ . b, ae = 2 a : 
; De eae i ae y oi ee a Vy i (ae _: a oe ic “eat 1 Gs : ei 3 7 
Be haat og Sew ae " a sy ‘he , bee 4 ‘ys > coe oh ii : Me aoe: 2 ee ghd 
ae et ee lO ee Pas ‘2s “ee Cy as 
oe eS iy) eel is mea Pa ae Fe ey vial aa 4 ie t sae, fe. = 
2 oy ae 7 S . eg ‘4 i ey ni 1 = - ee ee, ' 
>. ate ae a . = Bs ae: eS oe tig: _. Ps ee a oe 
eee ue lw , ee a ie: Rt) es ¢ +34 oa at ; ‘, og ue a. ee AU NS II aria 
ee an ae, ‘a vas eae cae: : a * & eri: Late a on re ) ; rad = , ia . col 
é . + ee Te a ess a 3 a “4 ae he = atte 1S ‘ ‘“— 4 ad a bad — oe oo 
: i pi i, NS = Pe pone ow oe, ae . RS es : 
aE ats nL 7 . se Bay ee - £ w, ae ri Y- a ie ~~ = 7 = ts ar = - * 
“a ; > c 4 ieee oe eae Pek ; as ed vi a ee 4 a a te 
4 dy jade ; : bad - het 2 Ba ig re pe oe 4 i = ae = 2 “oa ’ ( s 
aa tag ed ee. ta Fase rie J e- ee ( aan 4 a . ee i Re 28 * ' { 
> <n ilies a ea se aS te ae, D) POSS a - + nes . eo = a Ja 3 ie ie Ns 9 " 
Se it ee geo Fe ee aa = ; ome te oe. ¢ be € ia oe 7h Fi 7 3 r 
re: 4 ORS are hae See as ites Sie Se ee a Sete aay i ae thks 
ah ea te oes ae et ae he ze Ae ee A bd - ae 4 é i e 4 Bl j : eet = i “es rae ae 
, a” a a Par era: a3 wigs eur . F jE ers an,’ a, ee a a ri aie 3 a 
ee: to aie eee 2 2 ee ae he raat en Teg aes Nea B= oy a : 
; Beene. er Aring ae Be: AS ee Ba , nota fi ‘Ree Bees 
ey 5 By ogee Be ee ocr br ee. aretha» fy ame a oa + ae me 4 : Se a 
: ae B: hee : - a aw 7 
‘ Pea Cee it. ee ¥ es ih . ares i eS. ok ped oh Amt A wis 
Fe A UI a ee a : ~ ~ age ook a : Las oe my: 38 ‘eg He sc ‘ 
ng) iy os igs Bee ey) a sf ‘ Ba 7 a, ae “4 2 : : 4 3 % : ip hae Be) oe ae eg as oes 
= oa ; “ae ee Pe ‘es oe a ; oe ah Shee: ne! > OS eee 
; tal ‘ae © ag Fos Zz as p Prk a a eae 4 4s che {a ai - a 
= Ri — oe - oa te o = tt Sg 4 rae A Gee e i >. “ ag 
Fi : = a OA ae 1) oo ae Ki. ad =» 1 ee SERRE hf ees ly 
\ \ es z ia, os ee 7 =; i un x“ ee eee ie — pi es ; i ere 7" Bae. at aaa are i: 
. O58 Sa SS os ¥ font Fhe aoe 12-0 a . hy i: 1 fe ne 
Ay re q Mar Ny es sah La: 7 % CM acres, i A pak Ta va ‘ D5 ere ee > or nn ca 
Pa 7 rh a a” 22 ee eel <4 ea ee 4 =e aot ae see ae < + Fr a a ek 
~ ae aoe he ‘ ae i “a : ae eee a aha hs + a Pe 3, : aa. 04 a. 
we a rr : a . ts ge ee: ra a ce: Pie. a: ae =." 
iis PCa a ss ay d ee. See bt ae 
°%, ar 2 4 & isn Sua ob = a Tem, » : nie, °, . : i hi is ie AI :. Fate A aath in 
ie ae ae toe Pe : 


\nswer to Every Problem! 
v and shows you its effect. 


de clear? 
straightforward language. 


», and advises on the correct procedure. 

cal examples, easy to follow and understand. 
h the minimum of effort ? 

Index, providing quick, accurate reference. 
date ? 

svelopments by a regular Service. 


; the work of acknowledged experts. 


1e best possible investment for the man who deals with 
and guide you through the complexities of law, practice 
nd straight as it can possibly be. 


am, ma on, a a del = _ ia a a i Biss - PFE a Meas fy 1 
= ae a ww, ea. = of Pa! VRE aE 
, a. - a aa =. Wh » Be Beeece = ee" ; Ree Cee a, 
ie Be > 2 0 aera i Pe 2 “i a - , - ar a P : eee im pegs: 
7 & ae ? : oie —* ; : "i j rte Ramis + Beg ee Oe 
oes é ‘ sill # : uid in. he " Pesins an J i me aa Pi, , a a ; ae Ef B. ee ae 
Oe es! a : Ro " ad coe e oe ee Se nS 4 3 " % : : j SBgeR Adil ate 
ee pa er . * "saa = he a a 5 ee am j . E + ae Bile e an 
a 2 i ; sii wt al ee a ua 4 . oe "e z ae a 
—" rd 4 Sal ah ae - ads be ic us “Fl , Pe aoe Be ie - an i 7 sete a a Be ar: 
a aie an -.. es a i. DD a ei ae foe: ee . oe S ere aoe, Pee 8 
‘ a - ; ke i . eZ P ‘ oS oes a, Ls : 4 at hae MP ep caste. sh, 
air 4 — ee. 2 | ee ~ on ATC 
a ees 7 : ‘ ae Pe ; a a aa) ie oe, = Bao — = ae i en \ toe — 
Ri a: nm teeta ia as =" A ha eg a eas Um Fe 
_ {ae ae See. We ar ea ys : _ Padi? a > es RP wee ty 1 - 
Eee ae oy ae cigs. 5 —_— a bes Pe i 
; i= wl Naas ts J 29 re ke 5 
. oe. é i 
Erg ea A : mae an aves 
ee ; tune SY pe aies. 
3 "6 ane ae: 
3 P ae. bd tae Sets 
ee ae ¥ Meat Bigs: gieekee. 
Bae a i. * , ita: The 
a . in 7 ry 4) te 
igs cot 7 Pe” Sey Te 
ae * aa ; Ps Stk mee 
ae gas "" - ae iy ee 
Pe as ; ek ae | ~ 
ai Ph ia : OS pu ice 
agi - oo eggs Ae 
a oa. i . ae mea oi 
: ag Phe 4 ; ‘ rar hs aye Se 
ne = DY igi re, ik HS 
¥ y ‘Aa os =, Y tan Tr 
ee , ee Lee 
x) : hi = ® arate ny 
hy > Jf = PLES OD, vee 
: (uae 2 Pes 5 cen ta 
a an 4 D Pca 
Sa Aaa” ce “e* 
get Bey Neg ee eRe 
a. =. , Se ae 
aa A . - sat a, oS ahs inten 
x 4 3 ‘ me eka f 
al 5 4 is a — od i 3: 4 
¥ ‘a < % . Pes die . ¥ 
. ;  OAURAIRE toece ea 
” 4 ul - Oe ay . «ie 
7 — ‘yi. sueterhd a 
3 + ' ah ee 5 
yd ar : 0 CRS ae as 
> az | aaa 
‘ , eh, ; ~~ 
oe ya eS ag 
eae ae. i saee 3 ae diy? 
a AiG. sae “ 
ee ves a Te oh. eee ae % 
ae Beg ¥ be aaa 4 a 
— : oe Ni eer 
- igh Wwe ‘e . were TE gas 
“a : ae at PRES betas ey 
tt. ass AG 
-_ >= Mae oa 
i , a s Coe ig. nS Ss . 
ee | Tee 
4 — iene oe ay 7. 
aa : = os : Mee gs fea? 1” * 
i a Bee my Sana eae NON fa 
poe Lite ’ 3 Coe ia 9 “4 ih 
es 4 geet € = 3 eer 4 
Bae 4 pre Ree. 9 That: ‘ Ri 
4 C oa : i Saat , 
cf ae a AIRS BC 
eh 5 = ; : oe ey ae 
tae Tee on So Pe ee EAs 
ese Ast a ee ois: a8 
7 Be ate ‘ Fa is 
* | ee ag 
ee 7 ol a ee 
3 —— : ae Te oe bid®, a 
is —— 4 Oty ee. ran 
ae a Bi eee Sevres 
ee a: a sd « fe ie a Y S 
> iti, caren 
» “a . | Of ire nterp Er 
im _ | | 335 Say 
3 Ss Rs 4 7 a: ‘ Ceicsiber A rie ‘ 
a — , ene se 
a - ; gf ae , 
m - : pe. ae: ae 
2h Gy pe 2. ake 
vores x a ae. hy F " 
saa ‘ a LANE triste 
mm | | Seep 
em et “abe ae he 
, ; : Baie, rig Ue . 
ect r fan c aeee vince 
a 2 t eee ee ie oF no Ps Pe ie ey i a 6 es 
+p os es a 7 7 fe! ;  . > . Pa 7 = = ae 1 Fs Pe re od Pd = Se . s thy ‘ 3 a.* AS 
moa |S; SS oe: 7 2 dis al maa a , 4 — : 1 - ; Wl Cee 
Re 7 : Pe - ‘ - ‘ude Ra E 4 = —*-. } : ts ee en 
i : # ng x2 ice e ” roe. ; a. Re tan vat 
i Ze! — eh, hoe a —_—- Lae ae 
a ae a. iy " - e. ; sh a . = a 7 ; ; a Sits 4 =} 
a /_ J Pe. & * Ses idl ; Poe 2 — She : e : i , z 9 Sh ee “4 
" ee cs u ae ‘ i = es ae Dh ~ wid — Be faa “hae 
b — a ’ 1 a ~ ee ; f ee eal le j 1 is ee ea 
a ; ah ; . "ae > F (ks SCR 
i ae fre. ——— ie oooh ee ME cae Sed ea cs : SES 
"a : i abe oe a ee, a a Soo eae S 
; bE = "ie <n a a % ee ; on . oe ie z ay A : ae Oe , 
: ‘ ¢ aa ae ’ e. ; re ‘ ae a a a P % x + ¥ ; eats eat 
Pe Tar? - i = 7 i 4} ah { 3 Ms. ~ obs R %. ; os ag 7 ‘ ; ar tie 
5 (aU mes i, ss % - 2, eee ae eth ire a, Ne eee evi ats ; 4 a ee ea eae he, ai 
ae eg ag al v7 et 2 be ae = aa ye ey ® y aes, . F a 4 e A con © Rei: ‘ 
4 ae . why _3 My a ¢ ry as oi 2a a, > “et w i, A Fal = 7 i "3 7 : ze ia : “a _ = , eA Crfar 
ee x p ; <a ee Ag ce : 5 * tne : i) a t F * ae -atert pe 
° cu ee eae ce a: Ab Bi 5 i a — i " . 1 ate ALCS ie S 
‘ aS q : : i 7 ee, % P ’ oy CG wate, “a 2 
i € ae oe i, ee a d : a. wi “4 ee a Sue Ty : 
4 ~ ee ie : “i fe ~he a = , q — sah 7 ae : Tema ake 232, 
hk 2 : 4 :. Ss ee ‘= P 7 Yai mi * : pie oo 3 - ; a ¢) aos be 
_— 2 . —* Je l!)6lCl_—Fe—— )|6|6|lCe rf Rea 
4 - 7s : aT a : i a a a qe ad aw et wid ch ears SS a 
om ‘ -¥ at, -» Sea 6 ‘ zi 1 Pi —h ; i i Sill ia i, thy i By pat. Peas ia PI ae 
ghee a aN il ane ’ a ae ye sis i a a ies aaa aire 
wi - er —_— el wl OU GN aes 
P ee , a .. Ay % 7 cs i SS : : ayy Ce i wie oie 
es a. ' 2 i ae. 3 ae = "a : iat a a & ue Fol a _ ws a. u ee 
a > ie ge ke Pt Te | ne a — : 4% See 
Relea i ie Bcb.f ee q mis LB Aa Fae't . ‘4 A Ee et: ; au te Na 
enee 5S ae ie De fas , Saw oe ae -@ 8; a ve eS Moth . 
ae es . BR 2 ps - Rae F a aay Some ‘ 3 ‘ieee f oe ip 
act. Bin : et eee ro ae oe, ae > atom ee 2 ect feng 
co? a Uh: Ee | fo ae 
3? re 5 = po Re ee a : ae > y aX 
¥; aa : ‘ a < 2 we aks ’ SEG, b Sic % b - « ae : ee ye 1% 
oa Me ‘- * Arr Aa a a u * re! 2 _ in a a% 
soe — . =< @r Ke \. _ D5 re 
2 Cn S ; o. age ae hae 7 4 é ; PS : a ag ee Bs Po ad) 
oo x ee ld ee oe | ng 
re oe oS Pe ~als ia 7 a 5 ~ Eat iy ieee g S 7 a. « are eae Jes Je ’ ie. 


* EV EN AN EXPERT cannot know everything about income tax ar 


be said to be governed. For that reason nine out of ten leading practiti 
taries rely upon Simon’s Income Tax for guidance. Indeed, so great is the 
Edition was sold out and had to be reprinted less than eighteen mont! 
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is subject to change after each B 
frequent. Simon is safe to use, fo 


* THE AUTHORITY of Simon is beyond dispute—LorD SIMON’S 


matters, as a revenue lawyer, as Chancellor of the Exchequer and as Lo 
been unrivalled. Under his guidance as Editor-in-Chief this Second | 
eminent lawyer and an eminent accountant—N. E. MUSTOE, @.C., anc 
—supported by an experienced team of lawyers, accountants and | 
Revenue Department. In this way, all practical requirements are m 
subject is neglected. The accountancy examples are by JAMES S. Hi 
experts, and are models of what helpful specimen computations shoulc 
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ncome tax and the law by which it may 
ding practitioners and company secre- 
> great is the demand that the Second 
thteen months after publication. 


Simon because it is one of the very few works to satisfy every modern requirement. 
of the subject, leaving no loop-holes; its language is clear, accurate and unambiguous, 
‘doubt. The regular Service—so simple to operate—takes care of all developments in 
anating from Parliament or from the Courts; this is most important, for income tax law 
after each Budget, while the growth of case law and changes in practice are even more 
afe to use, for it moves and grows with its subject. 


RD SIMON’S vast experience in these 
er and as Lord Chancellor, must have 
his Second Edition is the work of an 
OE, a.C., and BRIAN MANNING, F.C.A., 
itants and officials from the Inland 
nents are met and no aspect of the 
JAMES S. HEATON, F.S.A.A., and other 
itions should be. 


mes and the Service which keeps them up to date it is simple to discover the information 
ution of all income tax problems, illustrated by accountancy examples in a practical 
- which inspires confidence and complete trust. In your clients’ best interests—which 
»wn best interests—you should invest in Simon. How easy, then, to take expert advice 
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SIMON’S INCOME TAX cand 


CASH 


To: BUTTERWORTH & Co. (PUBLISHERS) LTD. 


88 Kingsway, London, W.C.2 (Post Orders) 
Showroom: 11-12 Bell Yard, Temple Bar, W.C.2 (Personal Callers) 


Please supply me/us with SIMON’S INCOME TAX, 
Second Edition in Five Volumes including Index, price 
63s. per volume. Postage and packing 7s. 4d. extra. 


Please also supply the Service Binder and Current 
Service Sheets to 30th September, 1957, at £3 3s., 
and register me/us for the annual subscription there- 
after at £3 3s. per annum until countermanded. 
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INSTALMENTS 


To: BUTTERWORTH & Co. (PUBLISHERS) LTD. 


88 Kingsway, London, W.C.2 (Post Orders) 
Showroom: 11-12 Bell Yard, Temple Bar, W.C.2 (Personal Callers) 


Please supply me/us with SIMON’S INCOME TAX, 
Second Edition in Five Volumes including Index. 
I/we enclose an initial payment of £2 12s. 6d. and agree 
to pay seven quarterly instalments of £2 10s. These 
terms include the charge for postage and packing. 


It is agreed that the work will not be sold or disposed 
of in any way without the consent of Butterworth & Co. 
(Publishers) Ltd., 88 Kingsway, London, W.C.2, until 
the total cost of the work has been paid in full. 

The above charge includes the Service Binder and 
Current Service Sheets to 30th September, 1957; please 
register me/us for the annual subscription thereafter at 
£3 3s. per annum until countermanded. 
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CALCULATION OF PROBABILITY OF RUNNING OUT OF STOCK 


| | 
(2) | (3) (4) | (5) 


) | 
| Probability of | Average demand Probability of demand of 
Order- such an order- during order- more than Column (2) x Column (4) 
replenishment | replenishment replenishment 

Mi. period | period period a pong e cqaey Ae ae | 8 
. 10 days 0.00135 1.5 .00445 | .00092 | .00017 | .00003 | .000006 0 0 0 
or @ 11 days 0.02145 1.65 .00696 | .00168 | .00041 | .00005 .000149 | .000037 .000009 .000001 
aa 12 days 0.1359 1.79 01015 | .00252 | .00057 | .00013 | .001379 | .000343 | .000077 | .000018 
ts 13 days 0.3413 1.93 .01416 | .00374 | .00087 | .00017 | .004833 | .001277 .000297 | .000058 

14 days 0.3413 2.07 01922 | .00544 | .00137 | .00032 | .006560 | .001858 .000468 | .000109 
b 15 days 0.1359 2.21 .02541 | .00766 | .00206 | .00052 | .003453 | .001041  .000280 | .000071 
be 16 days 0.02145 2.35 .03274 | .01043 | .00294 | .00074 | .000703  .000224 _ .000063 | .000016 

17 days 0.00135 as | 04198 | .01415 | .00421 | .00110 | .000057 | .000020 | .000006 | .000001 


multiply column (2) by column (4) and write down the 
answer in column (5). 

This is a trial and error method and for the particular 
demands in column (4) we can start with any numbers 
we want. In this example the probability of a demand of 
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TOTALS 


to another product. If the campaigns last too long, large 
stocks will be built up and the cost of holding stocks will 
be high. If the campaigns are too short, considerable 
production time will be lost in changing from one product 
to another. We require to know the best size of campaign. 


more than 5 was determined, since 5 is double the average Suppose: Size of campaign = x items; 
demand expected during the greatest order-replenishment daily rate of production =r items/day; 
period. Having chosen a first value we then choose therefore, campaign period = x/r days. 
’ another which should be either one more or one less than Average daily demand 
the first value. In this example the second value chosen for product = d items; 


was one more than the first (namely 6) and the totals in 
column (5) then gave the probability of running out of 


therefore, difference between de- 
mand and production 


stock with a buffer stock of either 5 or 6 (and so on). during campaign = (r—d) items. 
The probability of running out of stock with a buffer Buffer stock = b items; 
stock of 5 is 0.017. Since about 12 orders would be placed _ therefore, stock at end of ‘. 
per year this is equivalent to running out of stock once campaign = (r—d) =+b items. 


every 4.8 years. The total annual cost of stockholding, 
including running out of stock, would then (by the 


formula . +3.1+1.5 B=the cost) amount to £31.6. 


The total annual cost of stockholding with a buffer 
stock of 7 is £15.1 which, again, is less than the previous 
figure obtained. The calculation for a buffer stock of 8 
should then be carried out as shown in the table, but in 
fact there is no need to do so in our example as the cost of 
stockholding alone with a buffer stock of 8 would be 
£15.1 per annum irrespective of the cost of a stock-out. 
We therefore conclude that the most economic policy is 
to carry a buffer stock of 7. 


Cost of holding stock = £S/item; 
cost of changing from 
one campaign to 


we h = fe; 
Similarly, with a buffer stock of 6, the total annual cost ae cost of ” 

: of stockholding would be £17.9. This is less than the manetnttune — £m/item; 
. previous amount and so we now carry out the same pro- . 
i cedure for a buffer stock of 7. If the value had been —— sanaieid = £F: 
greater then the first value we should have repeated the Assumed selling days in ‘ 

calculation for a buffer stock of 4. the year — 260. 


Total annual costs of manufacturing and stocking are, 

therefore, 

K=F+260 dm 47 oe hs (ra) ULE oh vs flee (5) 
From (5) the optimum size of campaign can be ob- 

tained (by differentiating K with respect to X and 

equating to zero). It is: 


2.260 der 
x= Ri s(r—d) er (6) 


This formula is very similar to that for optimum pur- 


dis 7. A Production Planning Problem 
In many types of manufactures, some plant or machine is chase quantities. (It should be noted that allowance is 
used for a number of processes and in changing from one made for demand whilst the campaign was in progress. 
iy process to another time is lost owing to the machine To be quite accurate formula (1) showing the cost of 


having to be reset or the plant having to be cleaned out. 
Manufacture has to be carried out in campaigns. A stock 
of one product is built up, then the plant is changed over 


carrying stocks should also be reduced by the expected 
demand during the replenishment period.) 
Generally, equation (6) solves the problem of how much 
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stock to carry. When stocks fall to zero a campaign of 
manufacture should be started and on its completion 
stocks should be allowed to fall to zero before manufac- 
ture is started up again. In particular instances the cam- 
paigns will require to be started when there is still some 
stock in hand. For example, if orders must be supplied 
immediately on demand, it will be necessary to hold a 
buffer stock for reserve. 

To illustrate the procedure of deciding the size of 
buffer stock, suppose the manufacturing cycle is one day 
and that tests of the product take another day. During 
the first two days of the campaign none of the most 
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recently manufactured products could be supplied and so 
the buffer stock must be at a level equal to the expected 
greatest demand over a period of two days. 


8. Conclusion 
This article has been mainly an introduction to the treat- 


ment of the problem of stock holding but it is hoped that 
the importance of keeping stocks to a minimum has been 
shown and that an indication has been given of how, by a 
fairly simple approach, the minimum level may be 
determined. 


as he would like, or (to the great good 


Retirement Age 


THE BARRISTER WHO on New Year’s 
Day announced his retirement at the 
age of fifty-five ““because life is short 
and there are so many interesting 
things to do” must have touched off 
a great number of debates in the 
morning trains of January 1. And 
more than once in the following 
weeks the conversation has probably 
turned upon retirement again, as the 
main political parties seemed to be 
girding up their loins for a new 
welfare race towards the goal of 
national (and rational?) pensions for 
all. Pensions—and contributions— 
proportionate to income may indeed 
be too rational to be politically true, 
but we shall see. 

Retirement is a topic full of mixed 
motives and thinkful wishing. That 
it is a privilege, whether it come at 
sixty-five, at sixty, or (in such callings 
as the police and the Armed Ser- 
vices) much earlier, is widely accepted 
as axiomatic. We look back to 
barbarous and not very distant days 
when men worked until they 
dropped, and count ourselves for- 
tunate that times have changed; and 
only occasionally do we wonder— 
perhaps at the retirement festivities 
of a particularly well-preserved col- 
league—whether the prospect of pen- 
sioned ease really is such a good thing 
after all. 


Since the war there has been so 
much talk of the ageing of our popu- 
lation that the under-forties in pen- 
sionable employments may well won- 
der whether their retirement will 
materialise as surely as their parents 
expected on entering their offspring 
in “safe jobs”. More and more old 
people kept by fewer and fewer 
young, pension funds feeling the 
strain, and the national pension fund 
supporting the biggest burden of all: 
the prospect is alarming. The alarm 
cannot at once be dissipated by the 
more recent trend of thought—that 
a small annual increase in produc- 
tivity will serve to look after us all, 
pensioners included, at something 
much better than our present standard 
of living. 

As it works today in most employ- 
ments retirement is a ridiculously 
inefficient business. Jones may well be 
ageing in his late fifties, and counting 
the days to his hard-earned rest, but 
Smith at fifty-nine is at the top of his 
form, revelling in his work, and of 
more use to his employers than two 
men half his age. Jones and Smith 
leave together, because rules are 
rules, because youth must be served, 
because there must be order in every- 
thing. Smith may indeed find himself 
useful secondary employment—for 
money, if his pension is not as much 


of the community) in unpaid public 
service as councillor or Justice of the 
Peace. But his employers, even appre- 
ciating the value of serving youth, 
may wonder whether the arbitrary 
cutting off of so valuable a limb is 
not a rather silly proceeding. 

Smith may wonder too, and may 
question his “‘privilege”’” when he sees 
his own former directors serving the 
shareholders cheerfully up to and 
even beyond the seventy of the Com- 
panies Act. If he looks around him he 
will notice, too, that accountants in 
private practice, solicitors and doc- 
tors and other “self-employed” men 
never seem to retire at all. Many of 
them protest that this is only because 
they can’t afford to, that without the 
benefit of an organized pension fund 
it is impossible for anyone to retire in 
Britain today. But this is only half 
the truth: a great number of them 
stay on because they like their work 
much too much to leave it when they 
are still fit and well. 

Perhaps, too, because they dread 
having nothing to do. The “privi- 
lege” of retirement is seen in its 
oddest light through the eyes of a 
man who is frightened out of his wits 
at the thought of having nothing to 
do all day. When Adam left Eden he 
was doubly cursed: he had lost’ his 
innocence and he had to work for his 
living. Yet, paradoxically, the second 
penalty kept him happy; and for his 
descendants work, or if you prefer it 
occupation, is a necessity. Hobbies 
that have filled every vacant moment 
of forty years of business life may yet 
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not be capable of expansion into an 
occupation for a full week, and the 
first months of retirement, even for 
those who have looked forward to it, 
may be a period of agonising re- 
appraisal. One has become tuned to 
one way of life, and one now has to 
start another, and slower, regimen. 
In so far as sixty is the wrong age— 
too old for easy realignment, too 


. young for slippered relaxation—cir- 


cumstances may sort us out in the 
next score or two of years. But in so 
far as a fixed age for all comers in any 
particular employment is the cause of 
these tears, making no difference be- 
tween premature age and perennial 
youth, there seems little enough hope 
of reform. Large organisations must 
have some kind of rule of thumb, and 
pension fund actuaries a more pre- 
cise and more inexorable measure. 

In an ideal world there would pre- 
sumably be an option of retirement at 
any time between forty-five and 
eighty (and it would be interesting to 
know how many would opt for what 
ages); but this is not an ideal world, 
and new thought about retirement is 
part of a rethinking about work in 
general. There is a kind of community 
conscience which is quite disillu- 
sioned from the certainty of the 
thirties that there would be less and 
less work to do for more and more 
money. The idea has gone with the 
massive unemployment that perhaps 
supported it. Now we feel, in almost 
(but not quite) a Victorian manner, 
and nuclear energy notwithstanding, 
that we ought to work harder than 
we do; and those who, for instance, 
did not get their five-day-week in the 
piping days just after the war seem 
less and less likely to get it now. 

But pensioned retirement itself is 
surely more likely to expand than to 
contract. Salaries (in that kind of 
work) tend to go on increasing with 
age, and a junior can almost be paid 
even today out of the slack of the 
difference between senior salary and 
pension, while the security of the 
pension, not so powerful a bait in 
recruiting as it once was, still has its 
attractions, especially for parents. It 
is being made easier and easier for 
the small firm to establish its own 
pension fund, and a security-minded 
generation (under the shadow of the 


H-bomb) finds the prospect of a pen- 
sion more and more alluring. We 
may have to work longer for it, but 
more of us will have it, that pension 
arising out of the employment rather 
than out of the national scheme. 
Some of us will pay for it, some of us 
in non-contributory schemes will be 
able still to pretend that we don’t. We 
can all go on talking about our pen- 
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sion “rights”, and thinking of them 
as a privilege, with both words just a 
little askew. And as the age goes up 
in stages from sixty to seventy and 
perhaps beyond we may spare a 
thought for the youth which must 
indeed still be served, but a little 
more slowly, a little more elderly. 
Dead men’s shoes, retired men’s 
desks. ... 


Dissection of 
Company Profits 


THE PROFUSION OF statistics given by 
the Board of Inland Revenue in its 
last report includes the direct taxes 
in a great number of tabular permu- 
tations, showing a very wide range of 
statistical information about tax- 
paying individuals and companies. 
One of the most useful sections is 
that on the appropriation of com- 


pany income, from which we compile 
the table set out below. 

The report (price 8s. 6d. net from 
H.M. Stationery Office) is the ninety- 
ninth, for the year ended March 31 
last; it is so packed with figures that 


it seems doubtful whether the 
centenary number can be any 
fuller. 


PERCENTAGES OF TURNOVER 
(Assessments for 1954/55—approximately calendar year 1953) 


Total income 
(trading profit 
minus depre- Interest, Excess 
Trading Deprecia- ciationallow- Divi- royalties Profits profits Income Balance 
profit tion al- ances minus dends etc. tax levy tax 
lowances losses plus (gross) (gross) 
other income) 
Mines and quarrying 
(not coal) 17.5 4.2 13.7 3.3 0.3 0.9 0.4 4.5 4.2 
Treating non-metal 
products (not coal) 13.9 2.4 12.2 3.3 0.2 0.9 0.6 3.9 3.2 
micals 12.6 2.6 10.4 2.9 0.2 0.8 0.2 3.3 3.0 
Iron and steel 10.4 1.8 8.9 ye 0.1 0.7 0.5 2.8 2.2 
Non-ferrous metals 7.4 i 6.3 2.0 0.1 0.5 0.1 1.9 1.6 
Shipbuilding and non- 
electrical engineering 13.3 1.6 12.4 2.6 0.2 0.8 0.6 4.3 3.9 
Electrical engineeri 
and electrical g 13.4 1.5 12.4 2.6 0.4 0.8 0.8 4.2 3.6 
Vehicles 9.5 1.1 8.6 2.0 0.1 0.6 0.6 2.9 2.2 
Metal goods 12.8 1.7 11.7 2.8 0.1 0.9 0.4 3.9 
Precision instruments, 
etc. 11.4 1.3 10.3 1.8 0.2 0.6 0.3 | mY 
Cotton 8.8 1.1 8.0 aoe 0.1 0.7 0.2 2.3 1.9 
Wool 8.1 0.8 7.4 2.1 0.1 0.6 0.2 ye 2.0 
Other textiles 12.9 2.0 11.2 2.9 0.3 0.9 0.5 3.6 3.1 
Leather and fur * 0.8 6.5 2.4 0.2 0.6 0.2 ® 1.3 
Clothing 7.0 0.7 6.4 1.9 0.1 0.5 0.1 2.0 1.8 
Food 7.2 1.0 6.8 1.3 0.1 0.4 0.3 2.4 2.3 
Drink 10.7 1.0 12.7 5.0 0.8 1.0 - 3.1 2.8 
Tobacco 3.5 0.2 4.3 we 0.2 0.4 - 0.8 0.6 
Wood and cork 
manufacturing 8.7 1.3 7.9 2.2 0.1 0.6 0.2 2.3 2.1 
Paper and printing 13.9 1.9 13.3 4.0 0.3 1.1 0.3 4.0 3.6 
Other manufacturing 10.2 1.7 8.8 - 0.1 0.6 0.3 2.9 2.7 
Building and 
contracting 6.6 1.2 5.3 0.9 0.1 0.3 0.2 1.9 1.8 
Road transport 16.7 6.3 14.5 1.7 0.2 0.5 0.1 5.6 6.3 
Other transport, etc. 
(not railways and 
shipping) 14.7 2.9 13.1 3.6 0.2 1.0 0.4 4.2 3.7 
Wholesale distribution 4.1 0.3 3.9 1.0 0.1 0.3 0.1 1.3 1.2 
Retail distribution 6.7 0.5 6.9 oe 0.2 0.5 0.3 2.2 1.9 
Entertainment and 
sport 9.3 1.1 a3 2.6 1.1 0.7 0.1 2.5 2.2 
Other services 9.6 1.9 8.1 1.5 0.3 0.5 0.4 2.8 2.6 
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Proposed Integration of 


Incorporated and Chartered Accountants 


At the special general meeting of the Institute of 
Chartered Accountants in England and Wales, held 
last month to consider the integration scheme (see 
pages 95/96), Mr W. H. Lawson, C.B.E., B.A., F.C.A., 
Vice-President, made the main speech from the 
platform. We reproduce his speech in full. 


Introduction 

Before the scheme of integration and the explanatory 
memorandum were issued to the members, the Council 
had the benefit of consultation with the committees of the 
district societies. Since the issue of the documents informal 
meetings of members have been held throughout the 
country under the auspices of the district societies. These 
meetings, most of which I have had the pleasure of 
attending, have provided a useful opportunity for a much 
wider exchange of views than was possible before the 
scheme was made public. It may save time at this meeting 
if I give you in advance the Council’s views on some of 
the more important matters which have been raised at 
these informal meetings. Before doing so, I wish to 
amplify the explanatory memorandum by making a few 
general remarks regarding the need for the scheme and the 
principles upon which it is based. 


The present structure of the accountancy profession 

The Council of the Institute is well aware that the present 
structure of the accountancy profession is not satisfac- 
tory. It has shown this awareness in the initiative which 
it took and the strenuous efforts which it made over a 
period of ten years from 1942 to 1952 to bring about 
co-ordination. These efforts eventually failed through no 
fault of those who devoted so much time and thought to 
the matter. 

It is not surprising that changes should be necessary as 
there has been no major reorganisation in the accoun- 
tancy profession in England and Wales since the Institute 
was formed in 1880 by the fusion of the then existing five 
bodies of accountants. In Scotland, however, a major 
step towards unification was taken in 1951 when the 
three separate bodies of Chartered Accountants of Edin- 
burgh, Glasgow and Aberdeen, all of which had been 
formed before 1880, became united in the Institute of 
Chartered Accountants of Scotland. 

There are now three bodies of accountants established 
in England and Wales which are recognised under Section 
161 of the Companies Act, 1948—our own Institute of 
Chartered Accountants in England and Wales, the 


Society of Incorporated Accountants and the Association 
of Certified and Corporate Accountants. In addition, 
the Institute of Chartered Accountants of Scotland and 
the Institute of Chartered Accountants in Ireland are 
recognised under Section 161. The Board of Trade has 
also recognised individuals under Section 161 (1) (5) of 
the Act. These individuals are not necessarily members 
of any accountancy body or subject to any disciplinary 
control. The auditor of an exempt private company is 
not required to hold any qualification or be a member of 
any accountancy body. 

All the recognised bodies of accountants were formed 
long before the passing of the Companies Act, 1948, and 
their prescribed conditions of entry were, therefore, 
established without consideration of the requirements of 
Section 161. 

The Chartered Institutes have, however, always re- 
quired that admission to membership shall be after 
practical experience gained under articles in the offices 
of a practising member in the United Kingdom and 
Ireland and the passing of examinations of high standard. 

The Society of Incorporated Accountants was formed 
and has been built up mainly in order to provide an 
alternative qualification for those who have been unable 
to train for the Chartered Institutes either because of the 
limitation on the permitted number of articled clerks or 
for financial or other reasons. In Scotland, where there is 
no defined limitation on the number of articled clerks, 
the membership of the Society is extremely small com- 
pared with that in England and Wales and Ireland where 
the number of articled clerks has been limited to two for 
each practising member. Most members of the Society 
have obtained their qualifying experience in accountancy 
either by service as articled clerks with Incorporated 
Accountants in practice or as bye-law candidates in the 
offices of practising accountants, including Chartered 
Accountants. The Society has, however, also accepted 
service in the Treasurers’ offices of public and local 
authorities in the United Kingdom and Ireland and in the 
offices of practising accountants overseas. 

The Association of Certified and Corporate Accoun- 
tants was founded in 1904 and took over the Corpora- 
tion of Accountants in 1939 and the Institution of 
Certified Public Accountants in 1941. The Association 
now has within its membership a substantial number of 
practising accountants. Its membership is available both 
to those who obtain their training in industry and to those 
who obtain their training in the offices of practising 
accountants; the former class is believed to predominate. 
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“What made your people install 
Hollerith?’’ the accountant was asked. 
He grinned, ‘‘Well, you know what our 
people are,’’ he said. ‘‘Pigs for figures! 
They’re right, of course.”’ 


Three-way Choice 


Figures. Figures at speed. Reliable. 
Selective. Up-to-the-minute. Modern 
business, because its control is based 
on figures, points all the time to mech- 
anisation. What could this mean to 
you? Punched-card equipment? An 
electronic multiplier or calculator? 
Or are you ready for an electronic com- 
puter? Maybe it’s time you had a word 
with Hollerith. 


Responsible Advice 


If you are faced with such major de- 
cisions it would reward you to co-opt 


The Hollerith Type 550 Electronic Calculator 


PIGS FOR FIGURES 


Hollerith methods and operations re- 
search men, accountants and techni- 
cians to collaborate with your own 
people for an exploratory period. No 
fee is involved. 


Evolution and Revolution 


Hollerith will plan equipment to meet 
your individual needs. Behind their 
advice lies 50 years’ experience: first, 
in punched card tech- 
niques; then, with the 
coming of electronics, 
in multipliers, calcu- 
lators and computers. 
Research in both 
punched card and elec- 
tronic equipment goes 
Behind their © steadily. Evolution 
advice not revolution. 


Education 

If you decide to take a look at your 
business in the context of punched 
cards or computers, short-term resi- 
dential courses are available to you, 
or your executives, at the Hollerith 
Education Centre, in Berkshire. These 
courses put techniques and applica- 
tions at your finger-tips, quickly. They 
provide the knowledge necessary to 
informed judgment. 


Learn more about Hollerith electronics 


THE BRITISH TABULATING MACHINE COMPANY LIMITED, 17 PARK LANE, LONDON, W.1 
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MANICOPY 


for Payroll Preparation 


The MANICOPY is saving hours of unnecessary work in 
many offices because it enables several records to be com- 
pleted at one writing and completely eliminates transcrip- 
tion errors. 
eye ¥ The MANICOPY provides complete P.A.Y.E. records 
from ONE original writing as the Earnings Card is written 
simultaneously with Payroll and Employees Slip. There is 
no need to prepare a detailed wage packet and no need to 
refer to Tax Table A. 


Payrolls on “No Carbon This simple device will bring you some of the advantages 


Required” P. A ° . 
pr ene arn oy sae of the most up-to-date machine accounting systems with- 
MANICOPY use. out heavy initial costs or maintenance charges. 


} c The same MANICOPY can also be used for SALES 


LEDGER, PURCHASE LEDGER, RECEIPTING MANIFOLDIA LTD. 


and CHEQUE PAYMENTS. 


For practical evidence of the complete efficiency A 
of this system write to Manifoldia today. Our Repre- ra WEST BROMWICH oui 
sentatives will be pleased to demonstrate anywhere 0506 STAFFS. qus COUNTRY 


in the United Kingdom, without obligation. 


| AN ENTIRELY NEW BOOK! 


ONE THOUSAND 
QUESTIONS AND ANSWERS 
ON COMPANY LAW 


By 
FRANK H. JONES, F.A.C.C.A., A.C.LS. 
in collaboration with 
RONALD DAVIES, M.A., Barrister-at-Law 


o & 
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Glow 
bigger 


DEPOSIT ACCOUNTS 3% 
PAID-UP SHARES 34% 


suBscrIPTION sHares 4% 
All with Income Tax paid by the Society 


PIR/OVVIINIC TALL 


BUILDING SOCIETY 
HEAD OFFICES 
MARKET STREET BRADFORD i Tel. 29331/2/3/4 
ALBION STREET LEEDS | Tel. 29731/2, 


=|</0/2)0 
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An invaluable and indispensable book for both the 
busy company executive and the conscientious 
student. It contains 370 pages of questions and 
answers which are broadly arranged to follow the 
sequence of events in the life of a company from 
formation to winding up. Three separate indexes, 
containing more than 2,500 entries, ensure quick 
reference to almost any query likely to arise on the 
law and constitution of companies. 


Net By post 
27/6 28/10 


JORDAN & SONS, LIMITED 


116 CHANCERY LANE, W.C.2 


ONE OF THE BIG SIX 


=z 


LONDON OFFICE 
Astor House Aldwych W.C.2 Tel. HOLborn 368! 
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ACCOUNTANCY MARCH 


As the Association is recognised under Section 161 all 
its members are qualified to act as auditors of public 
companies whether or not they have had any practical 
experience of auditing. 

Thus, there are widely differing methods of qualifica- 
tion for those entitled to act as auditors of public and 
non-exempt private companies under Section 161 of the 
Companies Act. 

The whole of the members of the Chartered Institutes 
and a great majority of the members of the Incorporated 
Society have obtained their basic experience in the offices 
of practising accountants, whilst a majority of the 
members of the Association have obtained theirs in 
industry. 

Many practising accountants, who are members of 
one of the recognised bodies, are in partnership with 
members of other such bodies and some are themselves 
members of more than one body. Practising members of 
the Institute are training in their offices large numbers 
of entrants for the Society and a much smaller number 
for membership of the Association. There is thus con- 
fusion in the minds of the public as to the different 
accountancy qualifications of those recognised under 
Section 161 of the Companies Act. 

In addition to the accountancy bodies to which 
reference has been made, there are two other bodies of 
high standing which provide a qualification for those 
engaged in specialised fields of accountancy work, 
namely, the Institute of Cost and Works Accountants 
and the Institute of Municipal Treasurers and Accoun- 
tants. Neither of these bodies is recognised under Section 
161. 

The Institute has long recognised that the present 
structure of the profession is unsatisfactory and that it 
must be regarded as unstable and subject to change. 
It regards itself as having the duty to take the lead in 
bringing about changes which are necessary and prac- 
ticable. 


Basic principle of the proposed scheme of Integration with 
the Society 
The objective underlying the proposed scheme of inte- 
gration of the Society with the Institute is the taking of a 
major step towards the unification of the accountancy 
profession in England and Wales by bringing into one 
body as many as possible of those whose qualifications are 
based on practical experience in the offices of practising 
accountants and the passing of examinations of high 
standard and by providing for the future a uniform 
method of entry into the enlarged body through articled 
service and examination. It may be remembered that 
when the co-ordination proposals to which I have 
referred were before the profession, the draft Bill, on 
which all the recognised bodies including the Association 
were agreed, included provisions stipulating that all 
accountants seeking in future to obtain qualifications for 
going into public practice must serve for a minimum 
period in the office of a practising accountant. 

Since the publication of the scheme of integration a 
number of letters have appeared in the Press, many from 
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accountants, challenging this principle and claiming 
that experience in industry is an adequate substitute for 
experience in a practising accountant’s office. Nobody 
would wish to deny that much of the accountancy training 
provided by industry, commerce and public and local 
authorities is of the highest quality but its purpose is 
different from that of the training provided by practising 
accountants. A high proportion of the work of practising 
accountants consists of auditing, and heavy responsibility 
is placed upon auditors under the Companies Act and 
other statutes. The necessary skills in this responsible and 
difficult work and the variety of experience and inde- 
pendence of outlook required to carry it through can, in 
the opinion of the Council, only be obtained by exper- 
ience in a practising accountant’s office. Neither training 
in industry, however admirable for other purposes, nor 


examinations alone can be an adequate substitute for 


such practical experience. 

The scheme provides that those members of the Society 
who have not had training in a practising accountant’s 
office shall retain the title “Incorporated Accountant” 
but that after serving for three years in the office of or in 
partnership with a practising Chartered Accountant, 
they shall be eligible to become Chartered Accountants. 
Thus, the fundamental principle is preserved while giving 
all existing members of the Society, who wish to engage 
in the practising side of the profession, the opportunity of 
becoming Chartered Accountants. 

It is appreciated, on the other hand, that practising 
accountants have much to learn from their colleagues in 
industry. The Council recognised this in 1948 when it was 
agreed that some part of the articled clerk’s period of 
training might be served with an approved industrial 
undertaking. With an ever-widening field of knowledge 
the possibility of extending further the field of training 
for entrants into the profession is constantly under 
review, but the problem can never be completely solved 
so long as there are only 24 hours in a day and seven 
days in a week. In the meantime the success achieved 
by our members who later take up careers in industry 
shows that our training is of the greatest value in a wider 
field than that of professional practice. We consider 
indeed that it is the best form of training for those who 
wish later to take up such careers. 


Possibility of further steps in regulating the profession 

After the present scheme becomes effective, the member- 
ship of the Institute will comprise an overwhelming 
proportion of all professionally trained accountants in 
England and Wales. The number remaining outside the 
Institute’s membership will be comparatively small, but 
at the informal meetings of members many questions 
have been asked with regard to the possibility of later 
taking further steps towards the unification of the 
practising side of the profession. These questions cannot 
be answered by the Council of the Institute alone. The 
answer must depend partly on the attitude of the other 
recognised accountancy bodies. The Council appreciates 
that in this respect the scheme is not complete in itself 
and that further steps may be desirable, but these can be 
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taken only after the same full and careful examination 
as has been made in the present case. It is inadvisable 
to do too much at once. A great deal of administrative 
reorganisation will be required to bring the present 
scheme into operation and members will require time to 
adjust themselves to the new conditions. As regards the 
Association, a broad outline of the proposals was 
supplied to them confidentially in November, 1955. No 
comment was received from the Association, but they 
issued a circular to their members of January 22 of this 
year. We have since received, at the end of last week, a 
letter from the Association suggesting that we and they 
should appoint representatives to discuss possible 
further steps in the integration of the profession. You 
will not expect me to comment further on this matter 
today, as clearly a decision has to be reached on the 
scheme of integration with the Society before we could 
be in a position to discuss matters with the Association. 
As regards the Scottish and Irish Institutes, the Council 
appreciates the opportunity provided for consultation 
with their Councils in the Joint Standing Committee 
which is being formed. 


Registration of the profession 

Questions have also been asked about the Council’s 
policy in connection with the possible ultimate regulation 
or registration of the profession by legislation with a view 
to the protection of the public and practising accountants 
against the activities of unqualified accountants. Refer- 
ence has already been made to the efforts made during 
and shortly after the war to introduce legislation. The 
draft Bills then under consideration would have had the 
double purpose of providing for the regulation of the 
profession and for its closing against unqualified accoun- 
tants by Act of Parliament. So far as the recognised 
bodies are concerned the present scheme goes a long way 
towards fulfilling the first purpose, which should be 
capable of achievement by agreement between the 
accountancy bodies concerned without recourse to 
legislation. The regulation of the profession is a domestic 
matter within the power of the profession itself to achieve. 
As regards the second purpose it may be thought that, 
before enlisting the assistance of Parliament in protecting 
the profession, we should put our own house in order by 
organising the profession on a sound basis so as to 
provide the highest possible standards of service to the 
public. 

At the annual meeting in 1954 the then President said 
that the Council of the Institute, in association with the 
Councils of the other recognised bodies, had recommend- 
ed to the Board of Trade that Section 161 of the Com- 
panies Act should be extended to cover the audits of 
exempt private companies. That proposal, which was 
recommended by the Cohen Committee as long ago as 
1945, would go some way towards protecting the public 
and the profession against the activities of unqualified 
auditors, especially if it were accompanied by some 
disciplinary control over individuals on the Board of 
Trade list who are not now subject to discipline. It would 
be much more difficult to regulate the class of persons en- 
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titled to deal with the accounts of sole traders and part- 
nerships. That work is closely associated with taxation 
work, in which the accountancy profession can claim no 
monopoly. It has been done for many years by solicitors, 
estate agents, retired Inland Revenue officials, banks and 
others. It would be extraordinarily difficult to establish 
a satisfactory legal definition of this kind of work or of 
those who should be entitled to carry it out. It is possible 
that a more hopeful line of approach might be by ad- 
ministrative action on the part of the Board of Inland 
Revenue, but there is no indication at present that the 
Board would be willing to consider such action. Thus the 
problem continues to present the great difficulties which 
defeated us when we were trying to bring about co- 
ordination of the profession. The need for protection 
against the activities of unqualified accountants is 
forcibly impressed upon our members, especially those 
in small towns and country districts, and is a matter 
about which the Council is greatly concerned. 

The Council of the Association, in a recent circular to 
its members commenting upon our integration scheme, 
expressed the opinion that the scheme simplifies the 
structure of the profession but added that it is not an 
acceptable substitute for the statutory regulation of the 
profession. In view of the difficulties to which I have 
referred, it is hard to understand precisely what is meant 
by the term “statutory regulation of the profession” or 
how far this could be expected to go beyond the pro- 
posed amendment of Section 161 of the Companies Act, 
upon which all the recognised accountancy bodies are 
agreed. 


The Society’s membership 

The Society of Incorporated Accountants was formed 
in 1885. It has had much the same aims as those of the 
Institute and, with the exceptions to which I have already 
referred, has adhered to the same fundamental principles. 
The Council of the Society has worked closely with that 
of the Institute in matters of common interest for many 
years. We have come to know them and they have come 
to know us, and mutual confidence has resulted. Their 
standards of ethics and their attitude towards pro- 
fessional problems are much the same as our own and 
their examinations are of a high standard. Many of their 
members have been trained in our offices and we are now 
providing nearly half their entry. At one time it would 
have been true to say that, in general, recruits for 
membership of the Society left school at an earlier age 
than recruits for the Institute, leaving any deficiency in 
general education to be made good later. With changes 
in the educational system under which most entrants to 
professional offices remain at school at least until 16, 
this distinction is no longer so relevant. The Society’s 
regulations provide that bye-law service shall not com- 
mence until the age of 174. In these circumstances, most 
of us would find it difficult to describe the precise dis- 
tinction between the designation of a “Chartered” 
accountant and that of an “Incorporated” accountant 
who has been trained in the office of a practising accoun- 
tant. It has often been said that we should have come 
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together with the Society years ago. There were difficul- 
ties then which, with changes in social conditions and 
outlook, have now largely disappeared. The financial 
conditions of articled service are now very different from 
what they used to be, and it should be possible for all 
young people of the necessary character, education and 
ability to undergo an appropriate course of practical 
training under articles which can lead to the Institute’s 
examinations and membership. There is, therefore, no 
need in respect of such young people for the continuance 
of the alternative system of bye-law service leading to 
membership of the Society. 

Questions have been asked as to whether it will be 
necessary to provide facilities for clerical assistants in 
accountants’ offices to obtain a qualification. Time will 
show whether this is necessary and, if so, whether it 
should be provided by one of the other accountancy 
bodies or by some separate examination by the Institute 
itself. 

It is believed that the scheme will assist in attracting 
the best type of entrants into the profession and will lead 
to the advancement of accountancy standards. The 
merits of the scheme should be appreciated by the public 
who are our clients. 

If it is thought that, in isolated cases, there may be 
disadvantages in the short-term for individuals, it should 
be remembered that these will gradually disappear. 
Clients and employers will continue to look not only to 
their designation but also to their qualities, record and 
experience. Young members, in particular, should 
consider the long-term future of the profession in which 
they are starting their careers. 


Articled clerks 

Questions have been asked about the proposed changes in 
the Institute’s regulations regarding articled clerks. 
These will provide that, in future, a member in practice 
will be permitted to take up to four articled clerks, with 
discretion to the Council to permit a greater number in 
appropriate cases. The reasons for this change, which are 
are an essential part of the scheme, are given in para- 
graphs 26 to 29 of the explanatory memorandum, which 
was drafted in consultation with the committees of the 
district societies. If changes were not made there would 
be need for the continued existence of the Society to 
provide a qualification for those who are being trained 
in our members’ offices, but for whom no articled 
vacancies are available so long as the present limitations 
apply. 

It may be said that there is no special merit in the 
number four, that it might more appropriately be three 
or five or some other number. The answer is that no one 
number is appropriate for every member; some members 
cannot provide satisfactory training for the present per- 
mitted number of two and, therefore, do not take two 
articled clerks. Others, especially those with qualified 
staff to assist them, could provide adequate facilities for 
training a larger number. In our view it is essential that 
the number which we name in the scheme should show 
an increase over the present permitted maximum so as to 
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demonstrate a real intention on the part of the Institute 
to provide increased opportunities for young people to 
become Chartered Accountants. 

I cannot too strongly emphasise, however, that it is not 
suggested that all practising members should take four 
articled clerks. We have no intention whatever of lowering 
the standards which a member is expected to maintain in 
training articled clerks. Our intention is to watch closely 
the effects of the increase in numbers on these standards 
and we shall not hesitate to return to you for leave to 
amend the Institute’s regulations if, after the lapse of a 
reasonable time, say two to three years, we find that the 
provisions now being made need to be altered. 

I realise that there is room for a variety of opinions on 
the question, but the number four has been agreed with 
the Society and I hope that, in view of what I have said, 
you will feel that the matter can safely be left in the hands 
of the Council. What is important is that members who can 
provide training facilities should in future be enabled to 
employ them in training recruits for the Institute rather 
than for another body. It is entirely wrong that our 
energies should be directed, as they have hitherto been, 
in the other direction. 

Questions have also been asked about the financial 
conditions of articles. Only 14 per cent. of articles regis- 
tered at the present time carry a premium, and in a large 
majority of cases salaries are paid. It is not the intention 
of the Council to follow the example of the Scottish 
Institute by recommending rates of salaries for articled 
clerks; that, we feel, is better left to the judgment of 
individual members. Under existing conditions, however, 
it is natural that salaries should be paid to articled clerks 
and the tendency is for these to increase. 

In recruiting the students we require from the schools 
and universities we are in competition with large business 
firms, insurance companies and other employers, all of 
whom are able and willing to provide substantial salaries. 
If we wish to recruit the best men irrespective of their 
financial circumstances, we must follow the present trend. 


Suggestions for revision of the terms of the scheme 
Some members have made suggestions for the revision 
of the scheme, and these have tended to cancel each other 
out. For example, some members, whilst favouring the 
scheme, would prefer to leave the number of articled 
clerks undisturbed. This is impracticable for reasons 
which I have already mentioned. Other members would 
like to see the system of articles amended without any 
scheme of integration. That would be practicable but 
would do nothing to rationalise the profession. Indeed, 
it would add to the difficulty by depriving the Society of 
about one half of its present entrants who would, in 
future, train for the Institute. It would provide no 
alternative basis for the Society’s recruitment, thus 
perhaps compelling it to extend its recruitment into the 
fields of industry. To do this, without first attempting to 
integrate the two bodies, would be an abrogation of the 
leadership of the profession which the Institute has held 
for many years. We cannot concern ourselves only with 
our domestic affairs and disregard the interests of the 
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profession as a whole. 

Some members have suggested that members of the 
Society should all become members of the Institute, not 
as Chartered Accountants, but in the new class of mem- 
bership as Incorporated Accountants, while being allowed 
to take articled clerks for training as Chartered Accoun- 
tants. That suggestion, even if it were acceptable to the 
Society, would do nothing to solve the present problems 
of the profession. It would, in effect, convert the Institute 
into an Institute of Chartered and Incorporated Accoun- 
tants, but this the Council was not prepared to con- 
template. 

On the other hand some members have suggested that 
all members of the Society should be admitted to the 
Institute as Chartered Accountants, thus rendering un- 
necessary the new class of Incorporated Accountant 
members. It is essential that any step towards the integra- 
tion of the profession should be taken in accordance with 
some clear principle. 

It is a fundamental principle of the Institute that a 
Chartered Accountant should be trained in a practising 
accountant’s office in the United Kingdom and Ireland. 
It is a matter of regret to the Council that they were un- 
able to recommend full membership as Chartered 
Accountants to members of the Society who have trained 
in local authority offices or with practising accountants 
overseas, but this could not have been done without 
sacrificing a fundamental principle and creating a 
precedent which might have serious consequences in the 
future. 

It must be remembered that nearly all the members of 
the Society concerned are either members of the Institute 
of Municipal Treasurers and Accountants or, if they are 
overseas, of the local societies of accountants in the 
countries in which they are resident. For most of them 
their qualification as Incorporated Accountants is 
additional to their other qualification. 


Suggestions for amendment of the Institute’s own regula- 
tions 

The principle on which the Council has proceeded in 
drafting the scheme is that members of the Society should, 
as far as practicable, join the Institute in accordance with 
the existing regulations and any question of amending 
these regulations should be considered later. It is essential 
to have a clear vote from the members on the principle of 
integration unaffected by any views which may be held on 
subsidiary matters which may, in themselves, be con- 
troversial. 

Suggestions, however, have been made at the informal 
meetings of members and in correspondence for changes 
in the Institute’s own regulations including the following: 

(a) That the present distinction between Associates and 

Fellows should. be discontinued. There is clearly 
much to be said for this suggestion, especially as 
many of those who are now entitled to Fellowship 
prefer to remain Associates and pay a lower rate of 
subscription. The proposed change would involve 
a decision as to the letters, if any, which should be 
used to describe the new combined class of member- 


ship and also as to the rate of subscription payable. 
Another suggestion was that Fellowship should be 
extended to non-practising members. The Council 
does not minimise the difficulties but hopes that 
they will not prove insurmountable. It intends, 
whether the present scheme becomes effective or 
not, to submit a report and, if possible, proposals 
to members at the earliest practicable opportunity, 
probably at the annual meeting in 1958. 

(b) That members of our Institute practising in Scot- 
land should be entitled to take articled clerks. This 
question will be put forward for consideration by 
the Joint Standing Committee with the Scottish and 
Irish Institutes which is being set up under the 
scheme. 

(c) Representations have been received from oversea 
members of the Institute and of the Society as to 
the difficulty in which they will be placed by the 
withdrawal of the right to train students for 
membership of the Society. We sympathise fully 
with them in this difficulty, but do not see how we 
can surmount it without abandoning a principle 
always regarded in the Institute as being of the 
greatest importance, namely, that articled service 
counting towards membership of the Institute shall 
be performed in this country. The policy of the 
Council is to encourage the formation and develop- 
ment of bodies of professional accountants overseas 
and to assist them as far as practicable in their 
examinations and in other matters. We will do our 
utmost to continue to help in these ways, but | 
would not be frank if I were to fail to say that we 
do not see any prospect of being able to recommend 
that service overseas should be recognised as 
articled service leading to membership of the 
Institute. 

(d) Suggestions relating to tuition, examinations and 
publicity and other matters of current concern to 
members. These subjects are under constant review 
by the committees of the Council and the suggestions 
that have been made will be borne in mind. 


Conclusion 

In conclusion, the scheme is of vital importance to us all, 
whether it is regarded as complete in itself or as the first 
important step towards integration of the whole pro- 
fession. If, as I hope, it is carried into effect, the Council 
will apply their minds sincerely and objectively to the 
possibility of further rationalisation of the profession, 
always bearing in mind, as indeed they have done hitherto, 
that they must seek the long-term good of the Institute 
and of the profession as a whole. 

By an overwhelming majority, the Council recom- 
mends the scheme to the members. It is important that all 
members should exercise their right to vote both at this 
meeting and at the poll which will be taken later. In 
recording their votes they will, I am sure, bring to bear 
upon this important domestic matter the independence 
of mind and objectivity which are such an essential part 
of the training of a Chartered Accountant. 
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Scheme of Integration—Society and 


Definitions 

1. In this scheme, unless incon- 
sistent with the subject or context :— 

(a) “the Scottish Institute” means 
The Institute of Chartered Account- 
ants of Scotland; 

(b) “the English Institute’? means 
The Institute of Chartered Account- 
ants in England and Wales; 

(c) “the Irish Institute’’ means The 
Institute of Chartered Accountants 
in Ireland; 

(d) “‘the Society” means The So- 
ciety of Incorporated Accountants; 

(e) “the principai scheme” means 
the scheme of integration between 
the English Institute and the Society 
dated December 5, 1956; 

(/) “the date of publication of this 
scheme” means December 20, 1956; 

(g) “the effective date’? means the 
date upon which this scheme be- 
comes effective in accordance with 
clause 15 hereof; 

(A) “public accountant” means a 
person whose main occupation con- 
sists of practice as an accountant and 
the offer of his services as such for 
reward to members of the public 
generally ; 

(i) “Chartered or Incorporated 
Accountant” means a member of the 
Scottish Institute, a Fellow or Asso- 
ciate of the English Institute, a mem- 
ber of the Irish Institute, or a member 
of the Society; 

(j) “‘bye-law candidate” means a 
person who is registered as a bye-law 
candidate of the Society in accord- 
ance with the special provisions of the 
bye-laws of the Council of the 
Society ; 

(k) “the United Kingdom” means 
Great Britain and Northern Ireland; 

(1) “month” means calendar 
month; 

(m) words importing the mascu- 
line gender only shall include fe- 
males, words in the singular shall in- 
clude the plural, and words in the 
plural shall include the singular; 


Scottish Institute 


(n) “this scheme” means this 
scheme as at present framed with 
such amendments (if any) agreed to 
by the Councils of the Scottish 
Institute and of the Society prior to 
the effective date as may have been 
approved by general meetings of the 
Scottish Institute and of the Society. 


Preliminary 

2. For all purposes of this scheme 
the decision of the Council of the 
Scottish Institute as to whether a 
person is a public accountant prac- 
tising in the United Kingdom, or is a 
public accountant practising in a par- 
ticular part of the United Kingdom, 
and as to whether there has been the 
appropriate service with any such 
public accountant shall be final. 


Eligibility of Members of the Society 
for Admission as Members of the 
Scottish Institute 
3. (a) Any member of the Society 

who at the date of publication of this 
scheme— 

(i) is practising as a public account- 

ant in Scotland; or 

(ii) is resident in Scotland and ob- 
tained his qualification for mem- 
bership of the Society after the 
appropriate service in accord- 
ance with the constitution of the 
Society (either as an articled 
clerk or as a bye-law candidate) 
with a Chartered or Incorpor- 
ated Accountant practising as a 
public accountant in the United 
Kingdom; or 
is resident outwith Scotland and 
obtained his qualification for 
membership of the Society after 
the appropriate service in ac- 
cordance with the constitution 
of the Society (either as an 
articled clerk or as a bye-law 
candidate) with a Chartered or 
Incorporated Accountant prac- 
tising as a public accountant in 
Scotland; 


(iii) 


shall be eligible for admission to 
membership of the Scottish Institute 
if within six months after the effec- 
tive date (or in any special case 
within such further period and under 
such conditions as the Council of the 
Scottish Institute may in its discre- 
tion determine) he complies with the 
provisions of clause 10 (a) hereof, 
provided that at the date of such 
compliance he is not also a Fellow or 
Associate either of the English 
Institute or of the Irish Institute. 

(b) The Council of the Scottish 
Institute may in its discretion and 
subject to such conditions as it con- 
siders fit regard as eligible for ad- 
mission to membership of the Scot- 
tish Institute any person who at the 
date of publication of this scheme— 

(i) is qualified for membership of 
the Society but has not been 
admitted to it, or 
was formerly a member of the 
Society but whose membership 
has ceased in terms of its regu- 
lations owing to resignation, or 
for any other reason except pro- 
fessional misconduct (which 
expression shall include any act 
or default discreditable to a 
member of the Society), 
provided that such person would 
otherwise have fulfilled the condi- 
tions set out in sub-clause (a) of this 
clause. 

(c) The Council of the Scottish 
Institute may also in its discretion in 
any individual case extend, until the 
expiry of six months from the 
effective date, the date at which the 
conditions for eligibility specified in 
sub-clause (a) or (6) of this clause 
require to be fulfilled. 


(ii) 


Articled Clerks and Bye-Law Candi- 
dates of the Society 

4. (a) Subject to sub-clause (d) of 
this clause any person who at the 
effective date is registered as an 
articled clerk of a member of the 
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Society practising as a public ac- 
countant in Scotland shall be eligible 
to be apprenticed under indenture to 
a member of the Scottish Institute 
practising as a public accountant in 
the United Kingdom for a period 
expiring on the date on which his 
articles with the member of the 
Society would have been completed. 
So long as the member of the Society 
to whom such articled clerk is articled 
becomes a member of the Scottish 
Institute pursuant to this scheme the 
existing articles shall, if registered 
with the Scottish Institute in such 
manner as the Council of the Scottish 
Institute may require, be deemed to 
have been an indenture duly entered 
into and registered for all purposes 
of the rules and bye-laws of the 
Scottish Institute. 

(b) Subject to sub-clause (d) of this 
clause any bye-law candidate of the 
Society who at the effective date is 
registered as such and is undergoing 
his period of qualifying service with a 
Chartered or Incorporated Account- 
ant practising as a public accountant 
in Scotland or with a member of the 
Scottish Institute practising as a 
public accountant elsewhere in the 
United Kingdom shall be eligible— 

(i) to be apprenticed under inden- 
ture to a member of the Scottish 
Institute practising as a public 
accountant in the United King- 
dom for a period expiring on the 
date on which such qualifying 
service would have been com- 
pleted; or 
if at the effective date he shall 
have served five years (or such 
shorter period as the Council of 
the Scottish Institute may in its 
discretion in any particular case 
consider sufficient) of qualifying 
service, to complete in the 
United Kingdom his period of 
qualifying service, provided 
always that he shall not be per- 
mitted to change from one em- 
ployer to another during such 
completing period without first 
obtaining the consent of the 
Council of the Scottish Institute, 
which consent may be given 
subject to such terms and con- 
ditions as the Council of the 
Scottish Institute may consider 
appropriate to impose. 


(ii) 
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(c) Notwithstanding the terms of 
sub-clause (a) and sub-clause (6) of 
this clause, any articled clerk or bye- 
law candidate of the Society, regi- 
stered as such prior to the effective 
date and serving with a member of 
the Society who is practising as a 
public accountant. in the United 
Kingdom but outwith Scotland and 
who becomes a member of the Scot- 
tish Institute pursuant to this scheme, 
shall be deemed eligible to be regi- 
stered with the Scottish Institute as 
though he fell within one or other of 
such sub-clauses. : 


(d) Unless the Council of the Scot- 
tish Institute shall in its discretion 
otherwise determine in any special 
case, sub-clauses (a) and (5) of this 
clause shall not apply to any articled 
clerk or bye-law candidate of the 
Society who at the effective date has 
neither passed the Society’s Inter- 
mediate Examination nor been ex- 
empted therefrom under the Society’s 
constitution and for whom no oppor- 
tunity remains within the remainder 
of his period of service under articles 
or of his qualifying service (as the 
case may be) of passing such exam- 
ination or the Intermediate Exam- 
ination of the Scottish Institute; 
provided always that such articled 
clerk or bye-law candidate shall be 
qualified to enter into an indenture of 
apprenticeship, under the rules and 
bye-laws of the Scottish Institute the 
period of service under such inden- 
ture being reduced to that appro- 
priate to a person who prior to the 
execution of his indenture has served 
in the office of a member of the 
Scottish Institute practising as a 
public accountant. 


5. The following provisions shall 
have effect as regards the registration 
with the Scottish Institute and the 
service of all articled clerks and bye- 
law candidates of the Society to whom 
this scheme applies :— 


(a) The service of each articled 
clerk or bye-law candidate shall, in 
such manner as the Council of the 
Scottish Institute may require, be 
registered with the Council within 
six months after the effective date (or 
in any special case within such further 
period and under such conditions as 
he Council may in its discretion 


determine). No dues shall be payable 
for such registration. 

(6) Prior to such registration the 
articled clerk or bye-law candidate 
shall sign and submit to the Council 
of the Scottish Institute an acknow- 
ledgment that he will be bound by the 
rules and bye-laws of the Scottish 
Institute from time to time in force so 
far as applying to him. 

(c) No articled clerk or bye-law 
candidate shall be eligible to register 
with the Scottish Institute if he has 
made and not withdrawn an appli- 
cation to be registered with the 
English Institute or with the Irish 
Institute. 

(d) There shall be counted towards 
the period of completion of service 
under articles or indenture or quali- 
fying service (as the case may be) 
only such service as has been properly 
and faithfully performed with a 
Chartered or Incorporated Account- 
ant practising as a public accountant 
in the United Kingdom. 

6. Any articled clerk or bye-law 
candidate of the Society who com- 
pletes the period of his service either 
under indenture or by means of 
qualifying service (as the case may be) 
in terms of clauses 4 and 5 of this 
scheme and who passes the Final 
Examination of the Scottish Institute 
or the Final Examination of the 
Society held under the provisions of 
clause 8 of this Scheme shall be 
eligible for admission to membership 
of the Scottish Institute if, within 
three years from the completion of 
his period of service or from his 
passing of such Final Examination 
whichever shall have been the later 
(or within such further period and 
subject to such conditions as the 
Council of the Scottish Institute may 
in its discretion in his individual case 
determine), he complies with the 
provisions of clause 10 (a) of this 
scheme. 

7. Any person who— 

(i) is at the date of publication of 
this scheme resident in Scotland 
or in employment in Scotland; 
and 

(ii) having been an articled clerk or 
bye-law candidate of the Society 
has duly completed prior to the 
effective date his period of 
service under articles or his 
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HOTELS in CROMER 
MILLING in ESSEX 
EDUCATION in OXFORD 
CHOCOLATES in BRISTOL 
AMUSEMENTS in BRIGHTON 
HORTICULTURE in THE SCILLY ISLES 
SEED CRUSHING in HULL 
HERRING FISHERIES in FRASERBURGH 


make sure your money is earning 


Minimum Deposit £100 
na 


BANK DEPOSIT ACCOUNT 


Send for “ Bank Deposit Account” Booklet No. 103 from General Manager 


LOMBARD BANKING LIMITED 
BANKERS 


Head Office : 
LOMBARD HOUSE 
CURZON STREET, PARK LANE, LONDON, W.1 
GRO 4111 (30 lines) 


Branches and Agents throughout the World 
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THIRD REPRINT 


‘TAXATION’ 


NCOME 
TAX 


AND SURTAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETE 


AUTOMATIC THUMB INDEX 
The Five Second Reference Book 


FINANGE ACT, 1956 EDITION 
SSE Sea 


To Taxation Publishing Company Limited 
98 Park Street, London, W.| * MAYfair 7888 


SON ecco copies of ‘KEY TO INCOME TAX’ at 10/5 
post free 


Name and Address 
(BLOCK LETTERS PLEASE) 


Remittance £ S PeNclosed. Date..nceccecccccseorsene 
Accy. 3/57 


Walthamstow was a community before the 
Conquest? 


It is mentioned in the Domesday Book, 1086? 


It was then called Wilcumstou, later 
Welcomestowe? 


2 

3 

4 In 1762 it had 301 houses and 97 cottages? 
5 In 1870 its population was 11,000? 

6 | Today it has 120,000 inhabitants? 
7 

8 

9 


It has a fine Town Hall and Civic Centre? 
A local building society was established in 1877? 


After eighty years the society is stronger 
than ever? 


Thousands have bought their homes through it? 
|] | More have placed their savings in it? 

{2 | The smallest saving is £1? 

i 3 The largest share is £5,000? 

14 Yearly interest is £3 10s. net on every £100? 

i im This is paid half-yearly in April and October? 
16 The society pays the Income tax on the interest? 
A trustee investment in all but name? 
We give special terms to limited companies? 
It is the Walthamstow Building Society? 


... and the 20th question! 


20 | Why not take more interest in saving? 


Samuel H. Russell, F.C.C.S. 


BUILDING SOCIETY 


223 Hoe Street, London, E.17 
Telephone: COPpermill 1824/1640 


Assets exceed £3,000,000 
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qualifying service (as the case 
may be) with a Chartered or 
Incorporated Accountant prac- 
tising as a public accountant in 
the United Kingdom and has 
either passed the Intermediate 
Examination of the Society or 
been exempted therefrom under 
the Society’s constitution but has 
not passed its Final Examina- 
tion, 
shall, if he obtains the registration of 
his said service with the Scottish 
Institute under the provisions of 
clause 5 of this scheme, and if he 
passes the Final Examination of the 
Scottish Institute or the Final Ex- 
amination of the Society held under 
the provisions of clause 8 of this 
scheme within five years from the 
date of completion of his said period 
of service, be eligible for admission to 
membership of the Scottish Institute 
if, within three years from his passing 
of such Final Examination (or within 
such further period and subject to 
such conditions as the Council of the 
Scottish Institute may in its discretion 
in his individual case determine), he 
complies with the provisions of 
clause 10 (a) of this scheme. 


_ Examinations 


8. (a) As from the effective date or 
such later date (if any) as the Coun- 
cils of the Scottish Institute and of the 
Society may agree, the Society shall 
cease to hold any further examina- 
tions; but so far as affecting candi- 
dates for admission to the Scottish 
Institute (being persons whose ser- 
vice is registered with the Council of 
the Scottish Institute in terms of 
clause 5 of this scheme and who are 
in this clause hereinafter referred to 
as “Society Scottish candidates’’) 
the following examinations shall con- 
tinue to be held as examinations of the 
Society in accordance with sub- 
clause (b) of this clause for the periods 
below set forth or for such longer 
period or periods as the Council of 
the Scottish Institute may think fit :— 

Intermediate Examination 

Until December 1, 1959 

Final Examination 

Until December 1, 1961 

(6) Such examinations shall be 
conducted by the Council of the 
Scottish Institute in consultation 
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with the Council of the English 
Institute (which will be conducting 
parallel examinations for candidates 
for admission to the English Insti- 
tute) as nearly as may be in accord- 
ance with the relevant provisions of 
the constitution of the Society for 
Scottish candidates as in force at the 
date of publication of this scheme, 
with such modifications (if any) as 
the Council of the Scottish Institute 
may in consultation with the Council 
of the English Institute consider 
necessary or desirable. 

(c) (i) Any Society Scottish candi- 
date who passes or has passed 
the Society’s Intermediate Ex- 
amination, or who prior to the 
effective date has been exempted 
from that examination under the 
Society’s constitution, shall be 
exempt from the First and Sec- 
ond Divisions of the Scottish 
Institute’s Intermediate Exam- 
ination. 

(ii) Any Society Scottish candidate 
who has passed the Society’s 
Intermediate Examination at an 
examination diet held in or 
before November, 1956, or has 
been exempted therefrom as 
aforesaid, shall be entitled to 
continue after the effective date 
on the Society’s examination 
syllabus with a view to sitting 
the Society’s Final Examination; 
but if he shall not have passed 
both parts of the Society’s Final 
Examination in or before No- 
vember, 1961 (or such later date 
as may be determined by the 
Council of the Scottish Institute 
under sub-clause (a) of this 
clause) he shall thereupon forth- 
with change over to the exam- 
ination syllabus of the Scottish 
Institute on such terms and con- 
ditions as the Council of the 
Scottish Institute may decide. 

(iii) Any Society Scottish candidate 
who shall pass the Society’s 
Intermediate Examination at an 
examination diet held in or after 
May, 1957, shall forthwith on so 
passing change over to the ex- 
amination syllabus of the Scot- 
tish Institute. 

(iv) Any Society Scottish candidate 
who has not been exempted from 
the Society’s Intermediate Ex- 
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amination as aforesaid and who 
has not passed the Society’s 
Intermediate Examination at an 
examination diet held in or be- 
fore November, 1959 (or such 
later date as may be deter- 
mined by the Council of the 
Scottish Institute under sub- 
clause (a) of this clause) shall 
thereupon forthwith change over 
to the examination syllabus of 
the Scottish Institute. 

(v) Any Society Scottish candidate 
shall be at liberty to elect to 
change over from the examin- 
ation syllabus of the Society to 
that of the Scottish Institute at 
any date earlier than that indi- 
cated in paragraph (ii) or (iii) or 
(iv) of this sub-clause. 

(d) All the time limits for passing 
examinations applicable in accord- 
ance with the rules and bye-laws of 
the Scottish Institute (and all the 
discretionary powers of the Council 
of the Scottish Institute in connec- 
tion therewith) shall apply to all 
Society Scottish candidates whether 
sitting for the Society’s examinations 
or for the examinations of the Scot- 
tish Institute. 

(e) Society Scottish candidates 
sitting for examinations of the So- 
ciety shall be permitted to present 
themselves for such wherever in any 
part of the United Kingdom such 
examinations are held. 

(/) All Society Scottish candidates 
sitting for any of the Scottish Insti- 
tute’s examinations shall be required 
to take the university or other classes 
from time to time prescribed for 
apprentices by the Council of the 
Scottish Institute. 


Eligibility of Incorporated Accountant 
Members of the English Institute for 
Admission to the Scottish Institute 

9. Any person who is admitted 
under the provisions of the principal 
scheme to membership of the English 
Institute in its class of members 
known as “Incorporated Account- 
ants” shall become eligible for ad- 
mission to membership of the Scot- 
tish Institute if he satisfies the follow- 
ing conditions, namely :— 

(1) that he has obtained a certifi- 
cate of his having passed the Final 
Examination of the English Institute 
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or the Final Examination of the 
Society (not being its Modified or 
Special Final Examination held in 
either case in the Union of South 
Africa or in Southern Rhodesia); 

(2) that whilst a member of the 
Society or of the English Institute (or 
partly whilst a member of the one 
and partly whilst a member of the 
other) he has served continuously for 
not less than three years in the office 
of or has been in partnership with— 

(a) a Chartered or Incorporated 
Accountant practising as a public 
accountant in Scotland; or 

(b) a member of the Scottish Insti- 
tute practising as a public accountant 
elsewhere in the United Kingdom; 
provided always that for the purposes 
of this condition the continuous 


period of three years above referred 


to may have been made up partly of 
service and partly of partnership as 
aforesaid and may have been partly 
with a Chartered or Incorporated 
Accountant under (a) above and 
partly with a member of the Scottish 
Institute under (b) above; and 

(3) that he has signed and submitted 
a written application for admission to 
the Scottish Institute in compliance 
with the provisions of clause 10 (a) of 
this scheme. 


Admission to the Scottish Institute 

10. (a) Admission to the Scottish 
Institute with the right to use the 
description Chartered Accountant 
and the designatory letters C.A. may 
be granted by the Council of the 
Scottish Institute to any person 
eligible in terms of clause 3 (a) or 
3 (5) (ii) of this scheme, and by the 
Scottish Institute in general meeting 
to any person eligible in terms of 
clause 3 (5) (i), 6, 7 or 9 of this 
scheme, provided in each case that 
he shall have signed and submitted a 
written application for such admis- 
sion in such form as the Council of 
the Scottish Institute may require 
containing, all conditional upon his 
being admitted— 

(i) a minute of adherence to the 
rules and bye-laws of the Scot- 
tish Institute in force at the time 
of admission or which may 
thereafter from time to time be 
made; 

(ii) an election by the applicant for 
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membership of the Scottish 
Institute to the exclusion of 
membership of the English In- 
stitute under the provisions of 
the principal scheme; and 
where appropriate a renuncia- 
tion for all future time of the use 
of the description of the appli- 
cant as an Incorporated Ac- 
countant and the designatory 
letters F.S.A.A. or A.S.A.A., or 
the description of the applicant 
as a Fellow of the “Scottish 
Institute of | Accountants” 
(which was instituted in 1880 
and affiliated to the Society in 
1899) and the designatory letters 
F.S.1LA. 

(6) Every person who is admitted 
to membership of the Scottish Insti- 
tute in terms of this scheme shall— 

(i) pay the annual subscription 
appropriate to his membership 
of the Scottish Institute under 
the rules of the Scottish Insti- 
tute as from time to time in 
force: provided always that no 
such person admitted to mem- 
bership of the Scottish Institute 
shall be required to pay any 
subscription in respect of any 
period covered by a subscription 
already duly paid by him to the 
Society or to the English Insti- 
tute as the case may be; and 

(ii) be entitled to all the rights and 
privileges, including election to 
the Council or as an office- 
bearer of the Scottish Institute, 
and be subject to all the obli- 
gations of a member of the 
Scottish Institute under the rules 
and bye-laws of the Scottish 
Institute as from time to time 
in force. 


(iii) 


Entrance Fees upon Admission to the 
Scottish Institute 

11. (a) In respect of each person 
admitted to membership of the Scot- 
tish Institute under this scheme the 
Scottish Institute shall be entitled to 
receive an entrance fee of £42, which 
shall be due and payable upon lodg- 
ment of the application for such 
admission. 

(b) In the case of each member of 
the Society eligible for such admis- 
sion in terms of clause 3 (a) or clause 


3 (5) (ii) of this scheme and of each 
person who (being a member of the 
Society at the effective date) becomes 
eligible for such admission in terms 
of clause 9 of this scheme the said 
entrance fee shall be paid, after the 
transfer of the Society’s surplus 
assets to the English Institute in 
accordance with the provisions of the 
principal scheme, by the English 
Institute. 

(c) In the case of each person 
eligible for such admission in terms 
of clause 3 (5) (i), clause 6 or clause 7 
of this scheme, the said entrance fee 
shall be paid by such person, but the 
Council of the Scottish Institute may, 
in its discretion in any individual 
case, on being satisfied that full pay- 
ment of the said entrance fee by 
such person would cause hardship, 
remit any amount not exceeding 
£31 10s. Od. thereof. 

(d) In the case of each person 
eligible for such admission in terms of 
clause 9 of this scheme who was not a 
member of the Society at the effective 
date the said entrance fee shall be 
paid to the extent of £31 10s. Od. by 
such person and to the extent of 
£10 10s. Od. after the transfer of the 
Society’s surplus assets to the English 
Institute in accordance with the pro- 
visions of the principal scheme, by 
the English Institute. 


Effect of the Scheme on Certain 
Members of the Scottish Institute 

12. This scheme shall operate as 
regards each of those members of the 
Scottish Institute who, at the effec- 
tive date, are also members of the 
Society to exclude him for all future 
time thereafter from using the de- 
scription Incorporated Accountant 
and the designatory letters F.S.A.A. 
or A.S.A.A., or the description 
Fellow of the Scottish Institute of 
Accountants and the designatory 
letters F.S.LA. 


Powers of the Scottish Institute to 
Alter its Rules and Bye-Laws 

13. Nothing in this scheme shall be 
construed as limiting the powers of 
the Scottish Institute in general 
meeting at any time to amend its 
rules and bye-laws in such manner as 
it may think fit. 
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The “Scottish Institute of Account- 
ants”’ 

14. The Society shall procure— 

(a) the passing by the members of 
its Scottish Branch of a special reso- 
lution for the dissolution of the 
“Scottish Institute of Accountants” 
and the transfer to the Society of its 
whole assets (if any); and 

(b) the execution and delivery of an 
assignation in such form and by such 
parties as the Councils of the Scottish 
Institute, the English Institute, and 
the Society may agree, vesting in the 
Scottish Institute all such rights as the 
Society and the English Institute may 
be able thereby to transfer in the 
name “Scottish Institute of Account- 
ants” and in the designation “Fellow 
of the Scottish Institute of Account- 
ants” and in the designatory letters 
“F.S.LA.” 


Effective Date 

15. (a) This scheme shall become 
effective and shall become binding 
upon the Scottish Institute and the 
Society and their respective members 
on such date as the Councils of the 
Scottish Institute and the Society 
may agree, being a date on or before 


which the following conditions shall 
have been satisfied, namely :— 

(i) that the principal scheme shall 
have been approved by the 
members of the English Insti- 
tute in general meeting, and the 
Charters and bye-laws of the 
English Institute shall have been 
duly amended and (where requi- 
site) such amendments shall have 
been duly allowed by the Lords 
of Her Majesty’s Most Honour- 
able Privy Council, in such man- 
ner as may be required to give 
effect to the principal scheme; 

(ii) that this scheme shall have been 
approved by the members of the 
Scottish Institute in general 
meeting, and the rules and bye- 
laws of the Scottish Institute 
shall have been duly amended 
and (where requisite) such 
amendments shall have been 
duly allowed by the Lords of 
Her Majesty’s Most Honourable 
Privy Council, in such manner as 
may be required to give effect to 
this scheme; and 

(iii) that the principal scheme and 
this scheme shall have been 
approved by the members of the 
Society in general meeting and 
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effective resolutions of the mem- 
bers of the Society shall have 
been passed for the voluntary 
winding up of the Society and 
the transfer of its surplus assets 
to the English Institute. 

(6) For the purposes of sub-clause 
(a) of this clause, any resolution of 
the English Institute or of the Scot- 
tish Institute or of the Society in 
general meeting which may be re- 
quired in order to satisfy any of the 
conditions therein mentioned shall be 
deemed to have been duly passed not- 
withstanding that such resolution is 
or is expressed to be conditional upon 
the principal scheme or this scheme 
becoming effective. 

(c) A certificate signed by the 
Secretary of the Scottish Institute and 
Secretary of the Society duly author- 
ised by their respective Councils that 
this scheme has become effective and 
as to the date on which this scheme 
became effective shall be conclusive. 

(d) Unless this scheme shall have 
become effective on or before 
December 31, 1957, or such later 
date (if any) as the Councils of the 
Scottish Institute and of the Society 
may agree, it shall be null and 
void. 


Scheme of Integration—Society and 


1. Definitions 

In this scheme, unless inconsistent 
with the subject or context :— 

(a) “the Institute” means the Insti- 
tute of Chartered Accountants in 
Ireland, and “any of the Institutes” 
means and includes the Institute, the 
Institute of Chartered Accountants 
in England and Wales and the Insti- 
tute of Chartered Accountants of 
Scotland; 

(b) “the Society”’ means the Society 
of Incorporated Accountants; 

(c) “the date of publication of this 
Scheme” means December 20, 1956; 

(d) “the effective date” means the 
date upon which this scheme be- 
comes effective in accordance with 
clause 12 hereof; 

(e) “public accountant” means a 
person (i) who is a member of a body 


Irish Institute 


of accountants established in Ireland 
or in Great Britain the standing of 
which body is recognised by the 
Council of the Institute and (ii) 
whose main occupation consists of 
practice as an accountant and the 
offer of his services as such for reward 
to members of the public generally; 

(/) “Chartered or Incorporated 
Accountant” means a member of any 
of the Institutes or of the Society; 

(g) ““Bye-law candidate” means a 
person who is registered as a bye-law 
candidate of the Society in accord- 
ance with the special provisions of the 
bye-laws of the Council of the 
Society; 

(A) “Ireland” means the territory 
comprising both the Republic of 
Ireland and Northern Ireland; 

(i) “this scheme” means this scheme 


as originally framed with any amend- 
ments which may prior to the effec- 
tive date have been approved by 
general meetings of the Institute and 
of the Society and agreed to by their 
respective Councils; 

(j) “month” means calendar 
month; 

(k) words importing the masculine 
gender only shall include females, 
words in the singular shall include 
the plural, and words in the plural 
shall include the singular. 


2. Membership of the Institute 
(A) Admission of members of the 
Society to membership of the Institute 
(i) Any member of the Society who 
either— 
(a) at the date of publication of this 
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scheme is resident in and prac- 
tising as a public accountant in 
Ireland, or 

(5) qualified for membership of the 
Society after service (either as an 
articled clerk or as a bye-law 
candidate) for the appropriate 
period prescribed by the regu- 
lations of the Society, such ser- 
vice having been entirely with a 
public accountant practising in 
Ireland, 

shall, upon application to the Insti- 

tute made within six months after the 

effective date, be eligible for admis- 

sion to membership of the Institute as 

an Associate. 

For all purposes of this scheme the 
decision of the Council of the Insti- 
tute as to whether a person is a public 
accountant and as to whether a 
member of the Society qualified for 
such membership by virtue of the 
appropriate period of service as 
aforesaid with a public accountant 
shall be final. 

(ii) Any such member of the 
Society admitted to membership of 
the Institute as an Associate who at 
the date of publication of this 
scheme is a Fellow of the Society and 
who has been continuously in prac- 
tice as a public accountant for not 
less than five years immediately pre- 
ceding the date of his application for 
admission to membership of the 
Institute shall be eligible for election 
as a Fellow of the Institute. 

Any other such member of the 
Society admitted to membership of 
the Institute as an Associate shall, as 
soon as he shall have been continu- 
ously in practice as a public account- 
ant for five years (whether or not 
wholly or in part after admission as 
an Associate as aforesaid) be eligible 
for election as a Fellow of the Insti- 
tute. 

(iii) Any member of the Society 
who is admitted as an Associate or 
elected as a Fellow of the Institute 
under sub-clauses (i) or (ii) of this 
clause shall be entitled to describe 
himself as a Chartered Accountant 
and to use after his name the initials 
A.C.A. or F.C.A. as the case may be 
but shall cease to describe himself as 
an Incorporated Accountant or to 
use the designatory letters A.S.A.A. 
or F.S.A.A. 


(B) Admission of former members 
of the Society to membership of the 
Institute 

The Council of the Institute may 
in its discretion admit any former 
member of the Society to member- 
ship of the Institute upon such terms 
and conditions, if any, as the Council 
may consider appropriate having re- 
gard to the provisions of this scheme. 


(c) Admission of Incorporated Ac- 
countants of the Institute of Chartered 
Accountants in England and Wales to 
membership of the Institute 
(i) Any person who is admitted to 
membership of the Institute of 
Chartered Accountants in England 
and Wales as an Incorporated Ac- 
countant shall become eligible for 
admission to membership of the 
Institute as an Associate upon satis- 
fying the following conditions :— 
(a) that he shall produce to the Coun- 
cil of the Institute a certificate of 
having passed the Final examin- 
ation of the Institute of Chartered 
Accountants in England and 
Wales or the Final examination of 
the Society (not being its Modi- 
fied or Special Final examination 
held in the Union of South 
Africa or in Southern Rhodesia); 
and 

(5) that whilst a member of the 
Society or of that Institute (or 
partly whilst a member of the one 
and partly whilst a member of the 
other) he shall continuously for 
not less than three years have 
served in Ireland in the employ- 
ment of or shall have been in 
partnership in Ireland with a 
Chartered or Incorporated Ac- 
countant practising as a public 
accountant in Ireland. Provided 
always that for the purposes of 
this condition the continuous 
period of three years above 
referred to may consist partly of 
service and partly of partnership 
as aforesaid, but must in the case 
of service or partnership with a 
member of the Institute of Char- 
tered Accountants in England and 
Wales be service or partnership 
with a Fellow or Associate of that 
Institute. 

(ii) Any Incorporated Accountant 
of the Institute of Chartered Ac- 


countants in England and Wales 
who is admitted to membership of 
the Institute as an Associate in ac- 
cordance with sub-clause (i) of this 
clause shall be entitled to describe 
himself as a Chartered Accountant 
and to use after his name the initials 
A.C.A. but shall thereupon cease to 
be entitled to describe himself as an 
Incorporated Accountant or to use 
the designatory letters A.S.A.A. or 
F.S.A.A. 


3. Members of the Society who are 
already Members of the Institute 

No member of the Society who at 
the effective date is already a member 
of the Institute shall thereafter be 
entitled to describe himself as an 
Incorporated Accountant or to use 
the designatory letters A.S.A.A. or 
F.S.A.A. 


4. Articled Clerks—General Pro- 
visions 

The number of articled clerks 
which a practising member of the 
Institute may have in his service at 
the same time shall be increased from 
two to four but the Council of the 
Institute shall be empowered in its 
discretion and on the application of 
any member to permit an increase in 
this number in any case in which it 
considers it desirable so to do and 
upon such terms and conditions, if 
any, as it thinks fit. 


5. Articled Clerks and Bye-law 
Candidates of the Society 

(i) Any articled clerk registered as 
such prior to the effective date who is 
articled to a member of the Society 
practising as a public accountant in 
Ireland (whether such member of 
the Society becomes a member of the 
Institute or not) shall be eligible to be 
articled to a member of the Institute 
practising as a public accountant in 
Ireland for a period expiring on the 
date on which his articles with the 
member of the Society would have 
been completed. 

For the purpose of ascertaining 
such date, no period of service under 
articles otherwise than with a mem- 
ber of the Society practising as a 
public accountant in Ireland shall 
count towards the completion of 
articles. 
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If the member of the Society to 
whom such articled clerk is articled 
becomes a member of the Institute 
pursuant to this scheme the articled 
clerk’s existing articles may, upon 
application to the Institute made 
within six months after the effective 
date, be registered with the Institute, 
and thereupon they shall be deemed 
to have been duly entered into and 
registered for all purposes of the 
bye-laws of the Institute but so that 
no period of service under such 
articles otherwise than with a Char- 
tered or Incorporated Accountant 
practising as a public accountant in 
Ireland shall count towards com- 
pletion of such articles and the same 
may (if necessary) by agreement be 
extended accordingly. 

(ii) Any bye-law candidate of the 
Society registered as such prior to the 
effective date who is undergoing his 
period of qualifying service in ac- 
cordance with the regulations of the 
Society with a Chartered or Incor- 
porated Accountant practising as a 
public accountant in Ireland may, 
upon application to the Institute 
made within six months after the 
effective date— 

(a) be articled to a member of the 
Institute for a period expiring on 
the date on which such qualifying 
service would have been com- 
pleted, or 

(b) be permitted, if at the effective 
date he shall have served five 
years (or such shorter period as 
the Council of the Institute may 
in its discretion in any particular 
case consider sufficient) of quali- 
fying service, to complete his 
period of qualifying service in- 
stead of entering into articles. 

But in no case shall any period of 
service otherwise than with a Char- 
tered or Incorporated accountant 
practising as a public accountant in 
Ireland count as qualifying service. 

(iii) Whilst any such articled clerk 
or bye-law candidate shall be eligible 
to sit for the examinations of the 
Institute or of the Society, he shall be 
exempt from the Preliminary exam- 
ination of the Institute and shall, if he 
has passed or passes or has been duly 
exempted from the Intermediate ex- 
amination of the Society, be exempt 
from the Intermediate examination of 
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the Institute and, if he passes or has 
passed the Final examination of the 
Society (not being its Special Final 
examination in the Union of South 
Africa or in Southern Rhodesia), be 
exempt from the Final examination 
of the Institute. 

(iv) Any such articled clerk or bye- 
law candidate who passes or is 
exempted from the Intermediate and 
Final examinations of the Institute 
as aforesaid and who completes his 
appropriate period of service shall, 
upon application to the Institute, be 
eligible for admission to membership 
of the Institute as an Associate. 

(v) Any articled clerk or bye-law 
candidate of the Society who has 
duly completed his period of service 
under articles wholly with a member 
of the Society practising as a public 
accountant in Ireland or (as the case 
may be) his qualifying service wholly 
with a Chartered or Incorporated 
accountant practising as a public 
accountant in Ireland prior to the 
effective date and has passed or passes 
or has been exempted from the Inter- 
mediate examination of the Society, 
but who has not passed the Final 
examination of the Institute or the 
Final examination of the Society (not 
being its Special Final examination 
held in the Union of South Africa or 
in Southern Rhodesia) shall, upon 
passing either of the Final examina- 
tions referred to above and upon 
application to the Institute, be eligible 
for admission to membership of the 
Institute as an Associate. 

(vi) Any articled clerk or bye-law 
candidate of the Society who has 
duly completed his period of service 
under articles, or his qualifying 
service with a public accountant in 
Ireland, and who has passed the 
Final examination of the Society (not 
being its Special Final examination 
held in the Union of South Africa or 
Southern Rhodesia) prior to the 
effective date but has not become a 
member of the Society shall, upon 
application to the Institute made 
within six months after the effective 
date, be eligible for admission to 
membership of the Institute. 

(vii) Any articled clerk or bye-law 
candidate of the Society who, after 
the effective date, desires to transfer 
his articles or to change his employ- 
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ment shall first obtain the consent of 
the Council of the Institute to such 
transfer or change and unless he do 
so, service after such transfer or 
change shall not count towards com- 
pletion of his articles or his qualifying 
service unless the Council of the 
Institute otherwise directs. In giving 
any such consent or direction, the 
Council of the Institute may impose 
such terms and conditions, if any, as 
it may consider appropriate. 


6. Applications to the Institute 

Every application to the Institute 
made by any person pursuant to this 
scheme shall be subject to the pro- 
visions of the Charter and bye-laws 
of the Institute for the time being in 
force, and shall be made in such form 
as the Council of the Institute shall 
require; but the period within which 
any such application is to be made 
may be extended either generally or in 
any particular case as the Council of 
the Institute in its discretion con- 
sider it proper to do so. 


7. Examinations of the Society 

(i) As from the effective date or 
such later date (if any) as the Coun- 
cils of the Institute and of the Society 
may agree, the Society shall cease to 
hold any further examinations; but in 
regard to candidates for admission to 
the Institute (being persons to whom 
clause 5 of this scheme applies) the 
following examinations shall con- 
tinue to be held as examinations of 
the Society in accordance with sub- 
clause (ii) of this clause for the periods 
below set forth or for such longer 
period or periods as the Council of 
the Institute may think fit:— 

Intermediate Examination 

Until December 1, 1959. 

Final Examination 

Until December 1, 1961. 

(ii) Such examinations shall be con- 
ducted by the Council of the Insti- 
tute in consultation with the Council 
of the Institute of Chartered Ac- 
countants in England and Wales 
(which will be conducting parallel 
examinations for candidates for ad- 
mission to that Institute) as nearly 
as may be in accordance with the 
relevant provisions of the constitu- 
tion of the Society in force at the date 
of publication of this scheme, with 
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such modifications (if any) as the 
Council of the Institute may in con- 
sultation with the Council of the 
Institute of Chartered Accountants in 
England and Wales consider neces- 
sary or desirable. 


8. Finance 

(i) No entrance fee shall be payable 
to the Institute by any person who at 
the effective date was a member of 
the Society and is admitted to mem- 
bership of the Institute under clause 2 
of this scheme but there shall be paid 
to the Institute in respect of each such 
person the sum of £21. Such sum shall 
be paid by the Institute of Chartered 
Accountants in England and Wales 
after the transfer of the Society’s 
surplus assets to that Institute in 
accordance with the provisions of the 
scheme of integration referred to in 
paragraph (b) of clause 12 (i) of this 
scheme. 

(ii) Every other person who is 
admitted to membership of the In- 
stitute under this scheme shall (ex- 
cept as hereinafter provided) pay the 
entrance fee for the time being in 
force under the bye-laws of the In- 
stitute. Provided that in the case of 
persons who are not members of the 
Society at the effective date but who 
are subsequently admitted to mem- 
bership of the Institute under clause 
2 (c) of tnis scheme, the said entrance 
fee shall be paid to the extent of 
£10 10s. Od. by the Institute of 
Chartered Accountants in England 
and Wales after such transfer as 
aforesaid. 

(iii) No election fee shall be pay- 
able to the Institute by any person on 
his election to Fellowship of the In- 
stitute if at the effective date he was a 
Fellow of the Society. 


9. Rates of Subscription 

The annual subscription appro- 
priate to his degree of membership of 
the Institute under the Royal Charter 
and bye-laws of the Institute as in 
force from time to time shall be pay- 
able by every person who is admitted 
to membership of the Institute under 
this scheme. Provided always that no 
such person shall be required to pay 
any subscription in respect of any 
period covered by a subscription 
already duly paid by him to the 
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Society or (as the case may be) to the 
Institute of Chartered Accountants in 
England and Wales. 


10. The Council of the Institute 

(i) The membership of the Council 
of the Institute shall be increased 
temporarily from its present number 
of eighteen to twenty-two, and the 
four vacancies thus created shall be 
filled by members of the Society 
resident in Ireland who shall have 
been admitted as members of the 
Institute under clause 2 (A) of this 
scheme, and who shall be selected by 
mutual agreement between the Coun- 
cils of the Institute and of the 
Society. 

(ii) The appointment of the four 
members thus co-opted to the Coun- 
cil shall not require any confirmation 
of an annual meeting of the Institute, 
and each of these four members shall, 
subject to his death, resignation or 
vacation of office, continue to hold 
office until he falls due for retirement 
by rotation under the provisions of 
the bye-laws of the Institute when he 
shall be eligible for re-election. 

(iii) The first four vacancies in the 
membership of the Council following 
the co-option to the Council of the 
four members as aforesaid, arising by 
reason of the death, resignation or 
vacation of office (otherwise than by 
retirement by rotation) of any mem- 
ber of the Council, shall not be filled 
and the number of members of the 
Council shall thereby be reduced and 
ultimately restored to not more than 
eighteen. 


11. Alteration of Bye-laws 

Nothing in this scheme shall be 
construed as limiting the powers of 
the Institute in general meeting at any 
time to alter its bye-laws in such 
manner as it may think fit. 


12. Effective Date 

(i) This scheme shall become effec- 
tive and binding upon the Institute 
and the Society and their respective 
members upon such date as the 
Councils of the Institute and of the 
Society may agree, provided that on 
or before such date the following 
conditions shall have been satisfied, 
namely :— 
(a) that this scheme shall have been 


approved (with or without amend- 
ment) by the members of the 
Institute in general meeting, and 
the bye-laws of the Institute shall 
have been duly altered and such 
alterations shall have been duly 
allowed by the Government of 
the Republic of Ireland and by 
the Governor and Privy Council 
of Northern Ireland; and 

(5) that resolutions approving the 
scheme of integration (with or 
without amendment) which has 
been agreed between the Councils 
of the Institute of Chartered 
Accountants in England and 
Wales and of the Society shall 
have been passed by the members 
of that Institute in general meet- 
ing, and the Charters and bye- 
laws of that Institute shall have 
been duly amended and (where 
requisite) such amendments shall 
have been duly allowed by the 
Privy Council; and 

(c) that this scheme—and the scheme 
referred to in section (b) above— 
shall have been approved (with 
any amendments approved by the 
said respective Institutes) by the 
members of the Society in general 
meeting and an effective resolu- 
tion of the members of the 
Society shall have been passed for 
the voluntary winding up of the 
Society. 

(ii) For the purposes of sub-clause 
(i) of this clause any resolution or 
alteration of bye-laws as aforesaid 
which may be required in order to 
satisfy any of the conditions therein 
mentioned shall be deemed to have 
been duly passed or made notwith- 
standing that such resolution is or is 
expressed to be conditional upon this 
scheme becoming effective. 

(iii) A certificate signed by the 
Secretary of the Institute and the 
Secretary of the Society duly auth- 
orised by their respective Councils 
that this scheme has become effective 
and as to the date upon which this 
scheme became effective shall be 
conclusive. 

(iv) Unless this scheme shall have 
become effective on or before 
December 31, 1957, or such later date 
(if any) as the Councils of the Insti- 
tute and of the Society may agree, it 
shall be null and void. 
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Highly Successful Courses 


% FOR ARTICLED CLERKS—Sound, authoritative, complete Courses 
for the Institute, Society and Association Examinations. 


% FOR AUDIT CLERKS—The famous “Safe Pass” Courses for S.A.A. 
and A.C.C.A. 


%* FOR QUALIFIED MEN—I.C.W.A. Courses with concessions; and 
Training for Management. 
% FOR CAREERS IN INDUSTRY—Incomparable I.C.W.A. Courses. 


% FOR JUNIORS—Carefully graduated Courses in Book-keeping, 
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School of Accountancy 
student gained 
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Write to 


Auditing and all Commercial subjects. Specialised Courses for the Prelims. 


THE SCHOOL OF ACCOUNTANCY 


egent House, 
6 Norfolk St., Strand,  “E3"Cational Service 


PLACE 


SOCIETY 
105 Regent House, Intermediate 
2 West Regent Street, 
Glasgow, C.2 MAY, 1956. 


WISE 
ACCOUNTANTS 
RECOMMEND 


SIMPLEX 


ACCOUNT BOOK 
- || TO THEIR 
| Bete ene CLIENTS 


A SYSTEM OF BOOKKEEPING WHICH 


SIMPLIFIES AUDITING 


Sul= 
WRITE FOR DETAILS TO 


GEORGE VYNER 


2 BROOKS YARD, MARKET STREET 
HUDDERSFIELD, YORKS. 
=ms 


SPECIAL TERMS TO MEMBERS OF 
THE ACCOUNTANCY PROFESSION 


Anexcellent Agency Offer 


to Professional Men 


BELMONT FINANCE CORPORATION LTD. 
INDUSTRIAL BANKERS 
Members of the Industrial Bankers Association 

LONDON: 53 COLEMAN STREET, E.C.2. 

Branches in the principal cities of the U.K. 
Professional Men are invited to apply for 
Agencies of our Banking Department. The 
remuneration is not solely an introductory fee, 
but continues as long as the client’s account is 
with the Belmont Finance Corporation Ltd. 
There is no limit to the amount of Capital which 
the Corporation can accept. Interest 7% per 
annum. 


The strength of the security offered by the Corporation 
lies in the following factors :— 


I. There are no debentures, and it is not proposed to 
place anything in priority to the Depositors’ security. 

2. The ratio of paid-up Capital and Reserves to the total 
of Deposit and other accounts was approximately 30% 
at the end of April, 1956. 


3. Total Assets exceed £1,000,000. 
A copy of the Accounts can be obtained on application. 


Place your clients’ savings on deposit with the 
BELMONT FINANCE CORPORATION LTD. 


Today’s Finest Investment 


Send for Brochure to The Secretary, Belmont Finance Cor- 
poration Ltd., Belmont House, Westcote Road, Reading 
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[--—- SPECIAL ---7 


| DEPOSITS FOR A 
| FIXED PERIOD OF 
| THREE YEARS, 
| GUARANTEED IN- 
I 
| 
! 


MINIMUM 


DIVIDEND ON SHARES 
49901! Riess 


-_ ~ 
-_ ~ 
-_ ASSETS: £6,500,000 
- The Society is paying an interim dividend on Shares at! “Sy 
atl the annual rate of 34°,,—the Society pays the income tax. ~N 
_— _ You may trust us to pay the final dividend at a higher rate 
—_ if we can afford it WITH SAFETY. Write for informative ad 
booklet. 


TEREST 34% P.A. 
FREE OF INCOME 
TAX. 


—_ 
-_ 
Write for full particulars 


THE CITY OF LONDON BUILDING SOCIETY 
(formerly Fourth City Building Society) 
34 LONDON WALL - LONDON - €E.C.2 Tel.: MONarch 2525/6/7 


3 CHARLES DOUBBLE 
LIMITED || ¢ Mecountancy 


COMPANY REGISTRATION AGENTS, COMPANY 


PRINTERS, SEAL ENGRAVERS AND STATIONERS ( * 
¢ COMPANIES REGISTRY : e 
2 _. Information and assistance rendered to the profes- @ The air mail edition of ACCOUNTANCY is 
> sion in all matters relating to the Formation, Incur- Q : 
poration and Winding up of Companies. @ available either for subscription on a 
eed ag oe lala dea The extra @ permanent basis or for odd periods 
ages, $ an ntures Regis , 3 
pce Remy Pe A rte and air denna : charge for a @ (for example, to cover a tempor- — 
stamped and filed. s ; year—additional @ ary stay abroad). It is printed on 
, Searches made and Office Copies obtained. tothe normalsub- @ special thin paper, and the 
COMPANY PRINTING 2 scription of £1 Is. @ overseasubscriber receives 
Draft Memorandum and Articles of Association for —varies from £1 10s. @ each issue only afew days 


a Private Company adopting with modifications Table 


-A of the Companies Act, 1948, settled by Alexander P. (Cyprus, Aden, Sudan)to @ after publication at 


ae, Barrister-at-Law (Lincoln’s Inn). Post Free £2 2s. (Australia, Japan, @ the beginning of the 
mimeien ome Gethten ot Aasiditian, Rent ; New Zealand). For destina- @ month in London. 
tions, Debentures, Share Certificates, Dividend War- tions of intermediate distance, @ 
rants, etc., printed with care and expedition. : including the whole of Northand @ 
All Forms under the Companies Act, 1948, supplied. South America, it is £1 Iés. The @ 
SERVICE charge for shorter periods is propor- @ 
> ¢ assuring You of ou yor og oe Be the - vy = tional. This covers only the cost of air @ 
Estima S : — stata aneael mail postage, that of the special paper @ 
’ being borne by ACCOUNTANCY. ® 


10 BELL YARD, TEMPLE BAR, _e@ 
LONDON, W.C.2 ; by Air e 
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The New Schedule E 


by Margaret H. Thatcher, M.4A., B.Sc. 


BEFORE THE Finance Act, 1956, “‘employments’’ were 
divided for tax purposes into three categories: 
(1) Employments being public offices within the 
United Kingdom; 
(2) Employments not of a public nature (excepting 
those being “‘possessions out of the United King- 
dom”’); and 
(3) Employments being “possessions out of the 
United Kingdom.” 


(1) Employments being “‘public offices or employments 
of profit” within the United Kingdom 

Emoluments from employments in this category were 
chargeable under paragraph | of Schedule E (Section 156 
of the Income Tax Act, 1952). 

The Royal Commission on Taxation, commenting on 
the phrase “public offices and employments of profit,” 
said ‘“‘No one knows precisely what this category covers: 
it is only certain that it covers more than it would be ex- 
pected to.” (Cmd. 9474, paragraph 305 (1).) The differ- 
ence between paragraphs | and 2 of Schedule E was really 
between jobs which were “‘offices”’ and those which were 
not. An “‘office’’ was a permanent position which had an 
existence independent of the person who filled it—for 
example, a directorship of a limited liability company. On 
the other hand, the position of foreign agent to a com- 
pany was not an “office.” The significance of the word 
“‘public”” was never exactly determined, but it was held 
that a director of a private company held a “public” 
office. 

For chargeability under paragraph 1, it was im- 
material whether or not the holder of the office was 
resident in the United Kingdom or whether he performed 
part or all or any of his duties in this country. If the public 
Office itself was within the United Kingdom, the emolu- 
ments from it were chargeable under this head. As a 
result, a resident of the United States who performed all 
his duties either there or in Canada, but who was a 
director of an English private company, was held to be 
taxable on his emoluments from the directorship on the 
grounds that it was a public office within the United 
Kingdom—Macmillan v. Guest (1942) 24 T.C.190. On 
the other hand, a resident in London who performed all 
his duties there in his capacity as East African Com- 
missioner in London was not taxable under this head as 
his office, though a public office, was situated in East 
Africa—Thomas v. Norton (1952) 34 T.C. 398. 


(2) Employments not of a public nature. 

Emoluments from employments under this head were 
originally taxable under Case II of Schedule D. The 
employments were transferred in 1922 to paragraph 2 of 
Schedule E (which became paragraph 2 of Section 156), 


but the emoluments from them were to be chargeable 
under paragraph 2 only if they would previously have 
been chargeable under Case II of Schedule D. In the 
result income from such employments was taxable under 
paragraph 2 in the following circumstances: 

(a) Residents were liable if payment for the employ- 
ment was made in the United Kingdom, regardless of 
where the duties were performed. For example, a taxpayer, 
resident in the United Kingdom for tax purposes, was 
employed by an English company as manager of its gold 
mines in West Africa. All his duties were performed in 
West Africa but his salary was paid in England and he 
was therefore taxable under this head—Eaton-Turner v. 
McKenna (1937) A.C. 162; 

(6) Non-residents were liable on their emoluments to 
the extent to which they exercised their duties in the 
United Kingdom. In the “‘old” system of taxation of em- 
ployments this was the only instance in which liability was 
dependent on the place where the duties were exercised. 
Had the director in Macmillan v. Guest referred to above 
not held a “public office,” but an ordinary employment 
in the United Kingdom, he would not have been taxable 
on his emoluments as none of the duties of his employ- 
ment were performed here. 


(3) Employments being possessions out of the United 
Kingdom. 

Emoluments from employments in this category were 
taxable under Case V of Schedule D. The importance of 
distinguishing between employments under heads (1) and 
(2) above and those under Case V was that liability 
under heads (1) and (2) was on the arising basis, while it 
was on the remittance basis under Case V. 

The word “possessions” was construed as “sources of 
income,” and the source of an employment was outside 
the United Kingdom if the contract of employment had 
a locality and the payment for the employment was made 
outside the United Kingdom. The argument that the 
source of income was the place where the duties were 
exercised was rejected by the Court of Appeal in Bennett 
v. Marshall (1938) I.K.B. 591, and by the House of Lords 
in Bray v. Colenbrander (1953) A.C. 503. In the second 
case a London correspondent of a Dutch newspaper 
resided and performed all his duties in London. His salary 
was paid by a Dutch Corporation in Holland and he was 
held to be taxable within Case V. 


Schedule E and the Finance Act of 1956 
A new scheme for the taxation of emoluments from em- 
ployments and offices is enacted by the Finance Act of 
1956. The Act makes four changes: 
(1) It amends Schedule E as it existed immediately 
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prior to the Act, making it apply to income from pensions 
and annuities only. This change has resulted in (a) the 
abolition of the category of “‘public offices” (with one 
exception, mentioned below) and (d) bringing to an end 
the difference between the conditions of chargeability of 
public offices under the former paragraph 1 and those 
of other employments under the former paragraph 2 of 
Schedule E. 

(2) It deletes all reference to employments from 
Schedule D, thereby terminating the treatment of an 
employment as a “possession outside the United King- 
dom” under Case V of that Schedule. 

(3) It enacts a new paragraph to Schedule E, and from 
the year of assessment 1956/57 the new one is the only 
paragraph under which emoluments from offices and em- 
ployments are to be chargeable. The place where the 
duties are performed is now the basic test for liability. 

(4) In Schedule 2 to the Act it provides a new set of 
“‘machinery rules” applicable to Schedule E and amends 
accordingly the rules in the Ninth Schedule to the Income 
Tax Act of 1952. All references in this article to the 
Second Schedule and the Ninth Schedule are to the Sec- 
ond Schedule of the Finance Act, 1956, and the Ninth 
Schedule of the Income Tax Act, 1952. 


Cases I and II of Schedule E 

Case I of Schedule E—Persons resident and ordinarily 
resident 

If the person holding the office or employment is (a) 
resident and ordinarily resident and (b) does not perform 
the duties of the office or employment wholly outside the 
United Kingdom and (c) the emoluments are not excepted 
as foreign emoluments, tax is charged on any emolu- 
ments for the year of assessment. 


Case II of Schedule E—Persons not resident or not ordin- 
arily resident 

If (a) the person is not resident or, if resident, not 
ordinarily resident and (b) the emoluments are not 
excepted as foreign emoluments, tax is charged on any 
emoluments for the year of assessment in respect of 
duties performed in the United Kingdom. 

It is convenient to consider Case I and Case II of Sched- 
ule E together, for many of the machinery rules are 
common to both and foreign emoluments are excepted 
from both. The remarks under the next four italicised 
heads apply, then, to both Cases. 


Place of performance of duties 

If the employment is in substance one in which the 
duties are performed abroad, paragraph 5 of the Second 
Schedule provides that incidental duties carried out 
within the United Kingdom are to be treated as if they 
were performed abroad. 

As far as Case I is concerned the effect of this para- 
graph is that such incidental duties are not sufficient to 
make a person who is resident and ordinarily resident 
taxable on all his emoluments; for him to be so taxable, 
the employment must be partly or wholly performed here. 
Mere incidental duties only would not be taxable under 
Case II as “duties performed in the United Kingdom.” 
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There are three occasions when for the purposes of 
Cases I and II duties not actually performed within the 
physical boundaries of the United Kingdom are treated 
as performed here. These occasions relate to the perform- 
ance of: 

(1) duties of an office or employment in the Republic 
of Ireland by a resident of the United Kingdom. 
This provision is to continue so long as the double 
taxation agreements with the Republic of Ireland are 
in force (paragraph 7 (1) of the Second Schedule); 
(2) duties (a) by a resident or non-resident on a vessel 
on a voyage not extending to a port outside the 
United Kingdom, or (6) by a resident on a vessel or 
aircraft engaged on a journey which begins and ends 
in the United Kingdom or on a part beginning and 
ending in the United Kingdom of any other journey 
(paragraph 6 (5) of the Second Schedule); 

(3) duties of any office or employment under the 
Crown being an office or employment of a public 
nature and of which the emoluments are payable out 
of the public revenue of the United Kingdom or 
Northern Ireland (paragraph 6 (a) of the Second 
Schedule). This paragraph replaces a similar pro- 
vision in paragraph 16 (2) of the Ninth Schedule. An 
office or employment of a “public nature” appears 
to be similar in meaning to the “public offices” or 
employments of a public nature which were other- 
wise abolished under the new Schedule E. The pro- 
vision may lead to difficulties, for as the duties of an 
ordinary employment not of a public nature are not 
treated as performed in the United Kingdom, the 
question of when an office is of a public nature still 
has to be decided in order to determine the tax 
liability of Crown servants. 

Examined in relation to Case II, this provision may 
result in creating some anomalies, for as residence is 
not a condition precedent for Case II to apply, it is 
possible for a person holding a public office under 
the Crown outside the United Kingdom, who is not 
resident in and who has never been to this country, 
to be taxable under this Case on the grounds that he 
is treated as performing his duties here. 


Periods of absence 

If a person ordinarily performs the duties of the employ- 
ment within the United Kingdom, then for the purposes 
of Cases I and II his emoluments for any period of ab- 
sence from the employment are treated as emoluments in 
respect of duties performed in the United Kingdom 
except in so far as he can show that, had it not been for the 
absence, the payments would have been for duties per- 
formed outside the United Kingdom (paragraph 4 of the 
Second Schedule). There is thus placed on the taxpayer 
the onus of proof of displacing the assumption that the 
emoluments were for duties performed in the United 
Kingdom. 


Expenses and allowances 

As far as Cases I and II are concerned there has been 
no change in this connection. The position with regard to 
expenses is still governed by Rules 7 and 8 of the Ninth 
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Schedule. Capital allowances in respect of plant and 
machinery under Chapter II of Part X of the Income 
Tax Act, 1952, still apply to Cases I and II, by virtue of 
Section 302 of the Income Tax Act 1952. If emoluments 
from duties performed in the Irish Republic are taxable 
because those duties are deemed to be performed in the 
United Kingdom, any annual payments payable out of 
those emoluments to a person not resident in the United 
Kingdom are deductible from the emoluments (para- 
graph 7 (1) of the Second Schedule). 


Foreign emoluments 

Foreign emoluments which are excepted from Cases I 
and II are defined as “emoluments of a person not 
domiciled in the United Kingdom from an office or 
employment under or with any person, body of persons 
or partnership resident outside and not resident in the 
United Kingdom.” 

A person’s domicile is the country “tin which he has his 
home and intends to live permanently” (First Report of 
the Private International Law Committee, Cmd. 9068, 
paragraph 6). There may be difficulty if a British subject, 
after emigrating to another country with the intention 
of making his home there, has later been employed by a 
company resident in that country on duties involving his 
returning to the United Kingdom with his family for a 
substantial period. The domicile of such a person can be 
decided only on the particular facts. Questions of domi- 
cile are to be determined by the Commissioners of Inland 
Revenue. An appeal from their decision lies to the Special 
Commissioners and thence by way of case stated to the 
High Court (Section 10 (3) of the Finance Act, 1956). 

A company is resident where “‘the central management 
and control actually abides” (De Beers Consolidated 
Mines Ltd. v. Howe (1906) A.C. page 458). A company 
can be resident in two places at the same time (Swedish 
Central Rail. Co. v. Thompson (1925) A.C. 495): unless it 
is both “resident outside and not resident in” the emolu- 
ments therefrom will not be foreign emoluments. 
According to the Financial Secretary to the Treasury, the 
words “resident outside and not resident in the United 
Kingdom” are designed “‘to cover the possible case of 
an international body which, it might be contended, was 
not resident anywhere. At any rate, that is the purpose of 
the words—to put that matter beyond doubt” (Hansard, 
July 10, 1956, Vol. 556, No. 188, Col. 220). Whether the 
Financial Secretary’s explanation puts “that matter 
beyond doubt” is itself doubtful! To claim the benefit of 
the exception, a body must be not only “not resident in 
the United Kingdom” but “resident outside,” and it 
cannot be “resident outside” if it is not resident anywhere. 

Partnerships controlled abroad are deemed to reside 
outside the United Kingdom, although some of the 
members of the partnership may be resident here and 
some of the trading operations may be conducted here 
(Section 147 of the Income Tax Act, 1952). 

Foreign emoluments are not to include emoluments of 
a person resident here from an employer resident in the 
Republic of Ireland (paragraph 7 (3) of the Second 
Schedule). 
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The effect of the provision with regard to foreign 
emoluments is that these emoluments will be chargeable 
only under Case III, and then only if the employee is 
resident. It will be noted that foreign nationals are taxable 
under Cases I and II if they have become domiciled here, 
or if the business for which they work is resident here, 
even though it is also resident abroad. 

Two points apply to Case II only. Firstly, if an employ- 
ment is performed partly here and partly abroad, an 
apportionment of emoluments will be necessary, only 
emoluments in respect of duties performed here being 
taxable under Case II. The treatment is similar to the 
former treatment of non-residents under Case II of 
Schedule D. Secondly, by paragraph 7 (2) of the Second 
Schedule, so long as the double taxation agreements with 
the Irish Republic are in force, persons resident in that 
Republic but not resident in the United Kingdom are not 
chargeable to tax under Case II. 


Case II 

A person resident in the United Kingdom is liable on any 

emoluments received in the United Kingdom in the year of 
assessment which are: 

(a) emoluments for the year of assessment, or 

(b) emoluments for an earlier year in which he has 

been resident in the United Kingdom, or 

(c) emoluments received in an earlier year in respect 

of the year of assessment. 

On the face of it this Case would overlap in many 

instances with Cases I and II. It is therefore provided by 

paragraph 1 (2) of the Second Schedule that tax under 

Case III shall be charged only on those emoluments that 

do not fall under Case I or Case II in either the same or 

another year of assessment. Nor shall tax under Case III 

be chargeable on any emoluments charged under Schedule 

E prior to the year of assessment 1956/57. In the result, 

Case III applies to the four following groups of persons 

on their remitted emoluments: 

1. Persons resident and ordinarily resident on duties 

wholly performed overseas. (These persons are 

outside Case I); 

2. Persons resident on duties wholly performed 

overseas. (These persons are outside Case II); 

3. Persons resident but not ordinarily resident on 

that part of their duties performed overseas. (That 

part escapes Case II); 

4. Persons resident here but domiciled overseas and 

employed by an employer resident outside and not 

resident in the United Kingdom. 


Residence 

The question of residence is particularly important in 
Case III as liability is dependent upon it. The only two 
statutory rules relating to the determination of residence 
and ordinary residence (Sections 368 and 375 of the 
Income Tax Act, 1952) have been added to in the Finance 
Act of 1956, though the recommendations in this respect 
of the Royal Commission on the Taxation of Profits and 


Income have not been fully carried out (see paragraph 
293 of the majority report). 
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Hitherto a person who maintained a place of abode in 
the United Kingdom was treated as resident if he visited 
the United Kingdom during the year of assessment. This 
treatment has now been relaxed by Section 11 (1) of the 
Finance Act, 1956, whereby if a person works full time in 
an employment (or profession or vocation) ail the duties 
of which are performed outside the United Kingdom, the 
question whether he is resident here is to be decided 
without regard to any place of abode maintained in the 
United Kingdom. Incidental duties are to be disregarded 
in deciding whether ail the duties are performed abroad— 
Section 11 (3). 

Paragraph 3 of the Second Schedule enacts a rule for 
Schedule E similar to that contained in Section 375 of the 
Income Tax Act, 1952, for Schedule D—namely, a person 
in the United Kingdom for a temporary purpose only, 
with no intention of establishing his residence here, shall 
not be treated as resident unless he has spent a total of 
six months here during the year of assessment. The months 
are calendar months and fractions of a day must be added 
together to see whether the total period exceeds six 
calendar months (that is, one half of 365 days or of 366 
days in a leap year) in the year of assessment— Wilkie v. 
C.I.R. (1951) 32 T.C. 495. 

Where a person could prima facie be chargeable only 
under Case III, the fact that he maintains a place of 
abode here or is physically present here for a period of less 
than six months, with no intention of becoming resident, 
is not therefore sufficient to render him liable to tax under 
Case III on emoluments received in the United Kingdom. 

If a dispute arises about whether a person is or has been 
resident in the United Kingdom the question is to be 
determined by the Commissioners of Inland Revenue. 
Provision is made for an appeal to the Special Com- 
missioners and thence by way of case stated to the 
High Court—Section 10 (3) of the Finance Act, 1956. 


Computation of liability on remitted emoluments 

1. Under Case V of Schedule D computation was based 
on the sums received in the year preceding the year of 
assessment; under Case III of Schedule E it is upon the 
emoluments received in the year of assessment. The sums 
remitted in the year 1955/56 will not therefore be the 
subject of charge, as by Section 10 (2) of the Finance 
Act, 1956, they cannot be charged for the year of assess- 
ment 1956/57 under Case V, and tax for 1956/57 is 
chargeable under Case III on the sums received in that 
year. 

2. Under Case V liability arose on “‘the full amount of 
the actual sums received’’: the year in which such sums 
arose was immaterial. Under Case III the only “emolu- 
ments received” that are liable are emoluments (a) for 
that year of assessment or (5) for an earlier year in which 
the employee has been resident here or (c) received in an 
earlier year in respect of the year of assessment under 
consideration. Some emoluments may have been liable 
under the old Case V but escape chargeability under Case 
III if, for example, the residence qualification under (5) 
has not been satisfied. 

3. For the purposes of Case III emoluments are treated 
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as being received in the United Kingdom if they are 
“*paid, used or enjoyed in or in any manner or form trans- 
mitted or brought to the United Kingdom . . .”—para- 
graph 8 of the Second Schedule. This new definition seems 
to include everything stated at much greater length in 
Section 132 (3) (6) of the Income Tax Act, 1952, applic- 
able to Case V; Section 24 of the Finance Act, 1953, under 
which income applied outside the United Kingdom in 
payment of debts is treated as received inside the United 
Kingdom, applied to Case V and also applies to Case III. 

4. Capital allowances on machinery and plant used for 
the purposes of the employment did not apply to emolu- 
ments from oversea employments taxed under Case V. 
Paragraph 2 (1) of the Second Schedule provides that if 
emoluments fall to be taxed under Case III, the allow- 
ances under Chapter II of Part X of the Income Tax Act, 
1952, “‘shall apply as if the performance of those duties 
did not belong to that office or employment.” The effect 
of this strangely phrased paragraph seems to be to pre- 
serve the status quo and prevent capital reliefs from 
applying to emoluments under Case III. 

5. The expenses rule has been modified in relation to 
Case III. The following expenses are deductible from 
Case III emoluments: 

(a) expenses defrayed out of those emoluments; 
(b) any other expenses defrayed in the United King- 
dom in the year of assessment; and 
(c) any other expenses defrayed in the United King- 
dom in an earlier year in which the holder of the 
office has been resident in the United Kingdom, 
provided that in each instance the expenses are such that 
a deduction would have been made under paragraph 7 of 
the Ninth Schedule from emoluments of the employment 
if they had been chargeable under Case I for the year when 
the expenses were incurred. 

It can be seen that to some extent expenses are de- 
ductible in a later year than that in which they were 
defrayed. There is a provision to prevent a deduction in 
respect of the same expenses from being made more than 
once. The same expenses will not therefore be allowed in 
different years under Case III, nor can they be claimed 
under another Case as well as under Case III. 


Anomalies Removed by the New Treatment of 
Employments 

Firstly, the British subject, resident and domiciled here 
but employed under a contract of employment with an 
oversea employer providing for the salary to be paid 
overseas, has hitherto been taxed on a remittance basis 
under Case V of Schedule D even though his duties were 
performed in the United Kingdom. He was thus able to 
accumulate a tax-free sum overseas. He now comes 
within Case I or Case II, as he cannot claim the benefit 
of the exception relating to foreign emoluments. More- 
over, any person resident and performing all his duties 
in the United Kingdom for an oversea employer will be 
liable on his full emoluments unless he is domiciled 
abroad. 

Secondly, a non-resident director of a private company 
in the United Kingdom who, as in McMillan v. Guest 
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(1942) 24 T.C. 190, performs all his duties abroad will 
not now be liable to tax on his emoluments as no duties 
are performed here and he is not resident here. 

Thirdly, if the duties of the office are wholly performed 
abroad (as in Eaton Turner v. McKenna (1937) A.C. 162, 
where the taxpayer was employed in West Africa as 
manager of some gold mines) there would be no liability 
under Case I or Case II, although Case III may apply 
if the person holding the office is resident here. But the 
new provisions with regard to residence may result in 
there being ne liability whatsoever. 


Non-Residents Domiciled Abroad 
The position of foreign nationals resident and working 
here but domiciled abroad and employed by an oversea 
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employer is substantially the same under the new legisla- 
tion as it was under Case V of Schedule D—owing to the 
provision relating to foreign emoluments, inserted at the 
Report stage of the Finance Bill. A secondary effect of 
this provision has been to improve the tax position of 
certain non-residents. Formerly, non-residents were 
taxable on emoluments from duties exercised in the United 
Kingdom (Case II of Schedule D as transferred to para- 
graph 2 of Schedule E). Now, non-residents can only be 
taxed under Case II of Schedule E and foreign emolu- 
ments are specifically excepted from this Case. Non- 
residents who are not domiciled in the United Kingdom 
and who are employed by an oversea employer are not 
therefore taxable on emoluments from duties performed 
in this country. 


Taxation Notes 


Partnership Assessments and Surtax 

Normally the whole income of a 
partnership, computed in accordance 
with the provisions of the Income 
Tax Acts, is divisible between the 
partners and thus may be liable to 
surtax. But, in certain circumstances, 
while the full income of the partner- 
ship, if at an annual rate in excess of 
£2,000 for each partner, is liable to 
income tax, some part thereof may 
not be liable to surtax. The obvious 
example is if a limited company, to 
which the provisions of Section 245, 
Income Tax Act, 1952, do not apply, 
is a partner. Profits tax will then 
apply to the company’s share of the 
profits of the partnership, which will 
be aggregated with the company’s 
other profits. If a limited company is 
not involved, however, it is possible 
that surtax will not be levied on part 
of the profits. Section 2, Income Tax 
Act, 1952, provides that an individual 
shall be charged to surtax on the 
excess of his income over a specified 
minimum amount, which is at the 
present time £2,000. But for any sum 
to be assessable to surtax, it must 
form part of an individual’s income 
for a particular year of assessment. 
If, therefore, any part of the income 
of a partnership does not become the 
income of an individual or form part 
of the share of the partnership 
profits to which that individual is 


entitled during the year, then such 
part cannot be assessed to surtax. 

In the case of Stocker v. C.I.R. 
(1919, 7 T.C. 304) Dr. Stocker died 
on April 24, 1910, and bequeathed to 
his two sons, Captain Stocker and 
Mr. H. G. Stocker, a /ife interest in 
his business as proprietor of asylums 
for the insane, provided his sons 
entered into partnership. The trustees 
of Dr. Stocker’s estate, on being 
required by the sons to transfer the 
assets of the business, agreed to do so 
provided the sons set aside out of 
profits a reserve fund for the purpose 
of recouping any loss which might 
thereafter fall on Dr. Stocker’s 
business estate. By setting up this 
reserve fund it was anticipated that 
the capital of the estate could be 
maintained and the rights of the 
remaindermen protected. The sons 
accordingly covenanted by deed 
with the trustees that the reserve fund 
should be provided by setting aside 
half-yearly a sum calculated at the 
rate of £12 for every £100 of net 
profit. Sums standing to the credit of 
the reserve fund could be applied 
from time to time for the purposes 
set out in the deed of covenant or for 
such other purposes as the trustees 
might authorise, and subject thereto 
the reserve fund would belong to the 
partners in equal shares. Captain 
Stocker claimed that his share of 


sums paid into the reserve fund was 
not his income for the purposes of 
super-tax (now called surtax). The 
judge indicated that if the sums set 
aside were accumulated either by the 
sons for themselves or by other 
people on their behalf, such sums 
would not be deductible from the 
sons’ income. But in the circum- 
stances of the case, the remaindermen 
under the will were entitled to have 
the reserve fund maintained and the 
necessary payments made to it. 
There was, therefore, a beneficial 
ownership in the fund separate and 
distinct from that in the remainder of 
the partnership assets. The net 
profits of the partnership must be 
reduced by the sums paid into the 
reserve fund. 

In the case of E. L. Franklin v. 
C.I.R. (1930, 9 A.T.C. 219), Mr. E. L. 
Franklin received the profits, but did 
not have to pay super-tax thereon as 
he was not entitled to any part of 
those profits in the years in which the 
income arose. Under the provisions 
of the partnership deed a partner 
could, by will, nominate a person to 
succeed him, but that person must be 
engaged in the business of the part- 
nership for not less than two years 
and could be admitted only by the 
consent of the other partners. The 
nominated person was entitled to 
share in the profits from the date of 
admission. A Mr. F. S. Franklin, who 
was a partner in the firm, died in 1918 
and nominated his son in his stead. 
By 1920, the son had completed his 
two-year period and he remained 
with the firm until 1926, but the other 
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partners never consented to his ad- 
mission to the partnership. From 
1918 to 1926 the share of profits to 
which Mr. F. S. Franklin had been 
entitled prior to his death was carried 
to a suspense account. In 1926 the 
partners formally refused to admit 
the son as a partner in the firm. 
Thereupon Mr. E. L. Franklin as one 
of the partners automatically received 
his aliquot part of the balance stand- 
ing to the credit of the suspense 
account. Assessments were raised 
upon him in respect of the sum 
received. The Special Commissioners 
held that the sum received by Mr. 
E. L. Franklin out of the share of 
profits carried to suspense account in 
the years 1918 to 1926 were received 
by him in respect of his share of the 
partnership profits in those years, and 
confirmed the assessments. The judge 
reversed their decision. Had he been 
admitted, the son would have been 
entitled to the profits carried to 
suspense account from the date of his 
admission. Mr. E. L. Franklin be- 
came entitled to such profits only on 
the happening of some future event, 
i.e. the non-admission of the son. 
Therefore, Mr. E. L. Franklin was not 
entitled to a share of those profits in 
the years which passed before that 
event happened. As a result the sum 
received by Mr. Franklin suffered 
income tax but not super-tax. The 
judge considered that the position in 
this case was similar to that of con- 
tingent interests in a trust fund, see 
Stanley v. C.I.R. (1944, 26 T.C. 12). 

The same problem does not arise 
with income tax. The income tax 
assessment on a firm is a joint assess- 
ment made in the partnership name 
and not separately on the individual 
partners constituting the firm (Section 
144, Income Tax Act, 1952). Relief is 
given, in practice, for the personal 
reliefs of partners but this does not 
alter the fact that the source of the 
income on which income tax is to be 
charged is the firm. 


Receivability of Income 

“Income tax is a tax on income and 
is not meant to be a tax on anything 
else” (Lord Macnaghten). But for a 
liability to income tax to arise, 
something must be received or en- 
joyed. If a man’s salary is credited to 
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his bank account something is re- 
ceived and income tax can be levied 
on the amount of the salary. In the 
case of Dewar v. C.I.R. (1935, 14 
A.T.C. 329), Mr. Dewar had been 
left a pecuniary legacy of £1,000,000 
and a residuary gift in the will of 
Lord Dewar. Under the ordinary 
rule, the legacy carried interest at 4 
per cent. per annum as from the first 
anniversary of death. However, 
although Mr. Dewar received sums 
on account of the legacy, he never 
received any sums in respect of the 
4 per cent. interest. In fact, acting on 
the advice of his accountant, Mr. 
Dewar decided to allow the question 
of interest on the legacy to stand 
over. Despite this, the Revenue 
assessed him to surtax on £40,000. 
Mr. Dewar appealed and won his 
case, the Court of Appeal holding 
that as he had made no demand for 
the payment of interest on the legacy, 
as he had given no directions in 
respect of the £40,000, and as nothing 
had been appropriated to his use, he 
had not received or enjoyed anything. 
The Crown argued that the fact that 
Mr. Dewar did nothing about claim- 
ing the interest was irrelevant; he was 
entitled to it. But as had been stated 
in Simpson v. Maurice (1929, 8 
A.T.C. 426) “‘the facts must be taken 
as they are in truth and in substance; 
then if income tax attaches, it can be 
recovered; but if it does not attach, 
then the income tax is lost from it.” 
The Court could not alter the facts so 
that the Crown could receive some 
tax. In this case the Court of Appeal 
followed Mr. Justice Rowlatt in 
Leigh’s case (1928, 11 T.C. 590), 
where he said “‘it is to be remembered 
that for income tax purposes ‘re- 
ceivability’ without receipt is nothing. 
Before a good debt is paid there is no 
such thing as income tax upon it.” 
As has been shown in the previous 
note on partnership assessments, 
income must be related to a year to be 
chargeable to surtax. Where the 
payment is made under deduction of 
tax the rate of tax to be deducted 
depends on the provisions of Sections 
169 and 170 of the Income Tax Act, 
1952. Under Section 169 any person 
liable to make an annual payment 
wholly out of profits or gains brought 
into charge to tax shall be entitled on 
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making the payment to deduct and 
retain out of it a sum representing 
the amount of tax thereon at the 
standard rate for the year in which the 
amount payable becomes due. In Re 
Sebright, Public Trustee v. Sebright 
(1944, 23 A.T.C. 190) Vaisey, J., 
held the proper deduction for tax was 
the tax computed at the rates of tax 
in force at the respective dates when 
the payments became legally due. 
Therefore, annual payments from 
which tax is deducted under the pro- 
visions of Section 169 are income of 
the year in respect of which they are 
due, not income of the year in which 
received. 

Under the provisions of Section 
170, if any annual payment is not 
wholly payable out of profits or gains 
not brought into charge to tax, the 
person making the payment must 
deduct tax at the standard rate in 
force at the time of payment. Thus 
the annual payment must be re- 
garded by the recipient as income of 
the year in which he receives the sum. 
If interest is paid in a later year than 
the due year, but in the due year 
could have been paid wholly or 
partly out of taxed income, an allow- 
ance is made, in fixing the tax to be 
paid over to the Revenue under the 
provisions of Section 170, for the tax 
which the payer would have been 
entitled under Section 169 to deduct 
and retain if the interest had been 
paid at the due date. 


Small Income Relief 

The effect on small income relief of 
building society interest received is 
the same as on age relief. 


Illustration 


Income of a single person, forty years of 
age, for 1956/57: 


£ £ 
Building society interest a 30 
Investment income 270 
300 
Deduct: National Insurance 
relief 7 iw 
Small income relief 
(2/9ths of £(300— 
13) ) = .. 64 
Personal relief 140 


Building society interest 30 
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£ «¢ 

Tax chargeable: £53 at 2/3 .. $m 3 
Tax deducted at source: £270 

at 8/6 11415 0 

Repayment £108 15 9 


Had there been a further £90 of taxed 
income, the position would have been: 


No 
Marginal Marginal 
Relief Relief 


£ £ £ £ 
Building society 
interest .. — 30 30 


Investment income 360 360 
390 390 
Deduct: National In- 
surance relief .. 13 13 
377 377 
Deduct: **Margin™ 77 
300 
Small income re- 
lief (2/9ths of 
£300) .. , ae — 
Personal relief .. 140 140 
Building society 
relief .. .. 30 30 
— 237 — 170 
£63 £207 
‘£344 2s & 
Tax chargeable: 
£60 at 2/3 615 0 615 0 
£3 at 4/9 14 3 
£147 at 4/9 ‘ 34 18 3 
9/20ths of “‘mar- 
gin’’ of £77 34 13 O 


£42 2 3 £41 13 3 


Marginal relief is not claimable, and the 
repayment becomes: 


££ a & 

Tax deducted at source: £360 
at 8/6 me i : 153 0 0 
Less: Tax chargeable .. 41 13 3 
£lll 6 9 


Discretionary Trusts 
A discretionary trust is one by which 
a settlor gives to the trustees a dis- 
cretion as to the application of the 
income and capital to which the trust 
relates. It is a useful way of providing 
for dependants, pensioners and so on 
after the settlor’s death, since the 
settled property can be preserved for 
a considerable period without attract- 
ing estate duty. The following fea- 
tures must be noted: 

(a) Estate duty will be attracted if 
the settlor dies within five years of 
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the formation of the trust. Similarly, 
if further property is later put into the 
trust, that further property will 
attract estate duty if he dies within 
five years of its being added. 

(b) The trustees must have an 
absolute discretion as to the applica- 
tion of the trust funds. A trustee must 
not be a beneficiary since that would 
make him competent to dispose of the 
whole property and make it liable to 
estate duty on his death; nor should 
the settlor be a beneficiary. 

(c) The trust must not offend the 
perpetuity rule. 

(d) The qualifications for mem- 
bership of the class of beneficiaries 
must remain constant so long as the 
trust lasts. 


Sources of Income chargeable under 
Schedule D, Cases I and II 

Tax is to be charged under Case I of 
Schedule D in respect of any trade 
carried on in the United Kingdom or 
elsewhere ; under Case II in respect of 
any profession or vocation not con- 
tained in any other Schedule (Section 
123, Income Tax Act, 1952). 


Trades 

“‘Trade” includes every trade, manu- 
facture, adventure or concern in the 
nature of trade (Section 526). All 
farming and market gardening in the 
United Kingdom is treated as the 
carrying on of a trade or, as the case 
may be, of a part of a trade. So is the 
occupation of land in the United 
Kingdom for any purpose other than 
farming, if the land is managed on a 
commercial basis and with a view to 
the realisation of profits. The only 
exception is woodlands which are 
managed on a commercial basis; 
these are assessed under Schedule B 
on the assessable value (one-third of 
the gross annual value—Section 83 
of the 1952 Act) unless the occupier 
has elected to be assessed under 
Schedule D, Case I (Sections 124 and 
125). 

Whether or not a trade is being 
carried on is a question of fact, but 
failure by the Appeal Commissioners 
to appreciate the true nature of the 
evidence opens their decision to re- 
view as a question of law. 

Except in the case of land managed 


1957 


131 


on a commercial basis, it seems that 
the making of profits need not be a 
desire of the persons carrying on a 
trade. There may be a trade, though 
there is no desire to make a profit (see 
Re Duty on Estate of Incorporated 
Council of Law Reporting for England 
and Wales, 1888, 22 Q.B.D. 279, per 
Lord Coleridge, C.J., page 293). 

“Trading” normally requires con- 
tinuity, but an isolated purchase and 
sale may be an adventure in the 
nature of trade (see Rutledge v. 
C.I.R., 1929, 14 T.C. 490, where a 
moneylender, also interested in the 
cinema business, bought a large 
quantity of toilet paper and sold it to 
one person at a profit; also Martin v. 
Lowry, 1925-26, 11 T.C. 297, where 
the purchaser of a large quantity of 
linen sold it by numerous sales over a 
short period). A succession of sales 
at a profit is likely to be regarded as 
trading. It is necessary to review the 
facts to see whether there is an ad- 
venture in the nature of trade or a 
conversion of capital in one form into 
capital in another. The fact that the 
trade may be illegal does not detract 
from its being chargeable to income 
tax (Mann v. Nash, 1932, 16 T.C. 523 
(illegal machines); Southern v. A.B. 
1933, 18 T.C. 59 (street-bookmak- 
ing) ). 

The profits of a trade exercised for 
the primary purposes of a charity, or 
mainly carried on by beneficiaries of 
a charity, are exempt if applied solely 
to the purposes of the charity (Sec- 
tion 448 of the 1952 Act). 


Trades abroad 

Although Case I refers also to the 
profits of a trade carried on elsewhere 
than in the United Kingdom, it must 
be read with Case V. If a trade is 
managed and controlled in the 
United Kingdom, it is liable under 
Case I, but if it is carried on entirely 
outside the United Kingdom by a 
person resident in the United King- 
dom it is liable under Case V 
(Colquhoun v. Brooks, 1889, 2 T.C. 
490). If so carried on outside the 
United Kingdom by a person residing 
abroad, the trade is not taxable at all 
(Section 122 of the 1952 Act). 


Professions and Vocations 
The word “vocation” is analogous to 
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“calling”, a word of wide significa- 
tion meaning the way in which a man 
passes his life (Partridge v. Mallan- 
daine, 1886, 2 T.C. 180). Employ- 
ments and offices of profit are assessed 
under Schedule E but free-lance work 
such as that of a professional book- 
maker (ibid.), a professional actor 
(Davies v. Braithwaite, 1931, 18 T.C. 
198), a professional writer (Macken- 
zie v. Arnold, 1952, 33 T.C. 363), 
comes under the head of profession 
or vocation. 

Income from a profession or voca- 
tion wholly carried on abroad by a 
person resident in the United King- 
dom is assessable under Case V. A 
company cannot carry on a profes- 
sion (Esplen (Wm.), Son & Swainston 
v. C.LR., 1919, 2 K.B. 731; C.LR. v. 
Peter McIntyre, 1927, 12 T.C. 1006). 


Tips 

“John Doe” in The Chamber of 
Commerce Journal for January, 1957, 
writes: 


I have often wondered, like many 
other people no doubt, about the 
origin of the word “tip’—in the 
sense of a gratuity. Looking through 
a most interesting and informative 
book just published on the history of 
the well-known tea and coffee firm of 
Twinings I came across this para- 
graph: 

“It is said that by 1683 there were 
over 2,000 coffee houses in London 
alone. There was usually a ‘cover 
charge’ of a penny and the coffee was 
sold at twopence a dish. Incidentally, 
the word ‘tip’ is reputed to have 
originated in coffee houses. Nailed to 
the walls were boxes into which the 
patron who required especially good 
or rapid service would put money. 
Each box bore the words ‘to insure 
promptness’, the initials spelling 
—. 


This theory of the origin of the tip 
is interesting. It raises the question 
who emptied the boxes! 

Today, the tip goes direct to the 
employee: taxi-driver, waiter, porter, 
delivery-man, or whoever he may be, 
and he has to pay tax on it. In 
Hunter v. Dewhurst (1932) 16 T.C. 
605, Lord Atkin said, speaking of 
Schedule E: “‘Rule 1 appears to me to 
indicate emoluments either received 
from the employer or from some 
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third party (such as tips, permitted 
commission and the like) as a reward 
for services rendered in the course of 
the employment.” Then in Calvert v. 
Wainwright ({1947] K.B. 526; 27 
T.C. 475) it was held that a taxi- 
driver is properly assessed in respect 
of his tips. The amount was estimated 
in that case, as it always has to be. 

Any receipt coming to an employee 
by reason of his office is generally 
taxable, no matter what was the 
motive of the payer. 

In Moorhouse v. Dooland (1955, 
33 A.T.C. 410) Mr. Dooland was a 
professional cricketer and it was held 
that sums received by him as collec- 
tions from the public were taxable if 
the collections were made by reason 
of an express clause in his service 
agreement. The case was distin- 
guished from Reed v. Seymour (1927, 
11 T.C. 625), where a cricketer had 
received a benefit that was regarded 
as a testimonial to his personal 
qualities and not remuneration for 
services as there was no clause in his 
service agreement entitling him to a 
benefit. 

It is the character in which the 
recipient received it that determines 
liability, as was seen in Bridges v. 
Hewitt ({1956] 3 All E.R. 789), 
where directors were assessed on the 
value of shares given to them (not by 


the company). 


Football Pools and Small Lotteries 

If a football pool is run by a football 
pool supporters’ club on the basis 
that a specified percentage of the sum 
received from each competitor will 
be paid as a gift to the football club, 
tax assessments cannot be raised on 
the pool. The Special Commissioners 
have held that this donation element 
formed no part of the receipts to be 
taken into account in computing for 
income tax purposes the profits of the 
trade of promoting the pool. It is 
understood that this decision will be 
accepted by the Inland Revenue as 
governing all cases where a small 
lottery or football pool is run by a 
supporters’ club on the basis that a 
stated percentage of the cost of each 
ticket will be given to a club estab- 
lished and conducted wholly or main- 
ly for one or more of the purposes 


specified in sub-Section (1) of Section 
1 of the Small Lotteries and Gaming 
Act, 1956. 

The only point that appears to be 
outstanding is whether the sums 
received by the football club are 
taxable in the hands of the club. It 
will be interesting to see what is the 
attitude of the Inland Revenue. 


Inquiry into the Gourley Principle 
The principle—established in the 
British Transport Commission Vv. 
Gourley case [1956] A.C. 185 and 
widely criticised—that the liability to 
tax of a person awarded damages 
should be taken into account in 
assessing the amount of damages is to 
be reviewed by the Law Reform 
Committee at the request of the Lord 
Chancellor. 


Delayed Allowances 
We regret that in the note in our 
February issue, on page 69, wrong 
dates were stated for the years in 
which relief would be given for losses. 
The second sentence of the note 
should read: 
For example, if a taxpayer in 1955/56 
had a total income of £1,800 and 
sustained a business loss in that year 
of £2,000, he could claim a repay- 
ment of all tax borne in 1955/56 and 
then make a Section 341 claim in 
respect of the balance of £200 in 
1956/57. 


Extra-Statutory Concessions 

The last report of the Board of In- 
land Revenue, the subject of a note 
on page 111, gives two concessions 
additional to those published in 
previous reports and notes one con- 
cession that has ceased to operate. We 
reproduce the concessions. The Board 
stated that the additional concessions 
are of general application, but that it 
must be borne in mind that there may 
exist special circumstances to be 
taken into account in considering 
their application. 


Additional Concessions 
INCOME TAX 
1. Deficiency payments in respect of 
home-grown cereals. 
Deficiency payments in respect of 
home-grown cereals should in strictness 
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be credited in the case of wheat and rye, 
by reference to the dates when the crops 
were sold and delivered, and, in the case 
of barley, oats and mixed corn crops, by 
reference to the dates of harvesting as 
grain. In practice, except where the 
“commencing” or “ceasing” provisions 
apply final deficiency payments for 
cereals other than wheat are, however, 
allowed to be brought into account in 
the farmer’s accounting year in which 
such payments are notified. 

Further, where total deficiency pay- 
ments are small or where they have been 
dealt with in the accounts in such a way 
that any adjustment in respect of such 
payments would be unlikely to make 
more than a small variation in the 
profits, no objection is raised to the 
liability being settled on the basis of the 
accounts. 
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Estate Duty 
1. Disclaimer of certain rights under an 
English intestacy. 

By analogy with the concession relat- 
ing to the surrender of legal rights in 
Scottish estates (published in the Board’s 
93rd Report) where the surviving spouse 
of a person dying intestate disclaims 
unconditionally his or her rights under 
English law to a net sum charged upon 
the intestate’s residuary estate, estate 
duty is not claimed in connection with 
the death of the spouse, although it 
could be claimed under the provisions of 
Section 45 (2), Finance Act, 1940. 


Concession no longer operating 
INCOME TAX 
“Specially authorised” societies regi- 
stered under the Friendly Societies Acts. 
This concession (number 34 in the 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.LITT. 


Income Tax 


Builder—Houses built and additional 
houses purchased—Intention—Houses let 
and not sold in pre-war years—Purchase 
of further additional houses during war 
years—Reversal of policy of letting in 
favour of sale — Profits on sales — 
Whether arising from trade—Income 
Tax Act, 1952, Schedule D, Case I 
(Section 123). 


As is generally known, one of the 
results of the Rent Restrictions Acts is 
that the market value of a house subject 
to the Acts is much greater if it is to be 
sold with vacant possession than if it is 
in the occupation of a tenant who is 
staying on. Vacant possession of a 
house, save when the occupier is pre- 
pared to leave in consideration of a 
payment, is in most cases, so far as the 
owner is concerned, a purely fortuitous 
benefit; and, in order to realise it, he 
must sell. As a by-product of this state 
of affairs, there are and will be inevitably 
a great many cases where the surplus on 
one or more property transactions is 
attributable to this feature, with the 
result that claims are made by the 
Revenue that the vendors have been 


engaged in property-dealing. (A legal 
problem which can arise was indicated 
in the present writer’s note upon the 
case of Wager v. Watson (1956, T.R. 1), 
ACCOUNTANCY, June, 1956, at page 231.) 
The case of Mitchell Bros. v. Tomlinson 
(Ch. November 9, 1956, T.R. 377) was 
of this character. The facts stated below 
are taken from the General Commis- 
sioners’ findings as embodied in the 
judgment. 

The appellants, Mitchell Brothers of 
Dewsbury, showed considerable ver- 
satility. They had been in partnership as 
window-cleaners since 1910, and in 
1918 had commenced dealing in ““Army 
surplus stores, boots, shoes, drapery, 
clothes and like goods.” Both of these 
businesses were continuing. In 1930, 
they had started building houses, doing 
the work by sub-contracts with skilled 
tradesmen. They had also purchased 
houses. All these houses, whether built 
or purchased, had been let. At the out- 
break of war in September, 1939, the 
firm held some sixty houses which had 
been financed by building society loans, 
and they had sold none. The Com- 
missioners had found that the appellants 
“mutually agreed to set up an invest- 
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93rd report of the Board and given on 
page 64 of ACCOUNTANCY for February, 
1951) has now been superseded by 
Section 3 (1) and (4) of the Friendly 
Societies Act, 1955. 


Loss Claims 
A reader, writing with reference to the 
query and reply on page 77 of the 
February issue of ACCOUNTANCY, points 
out that in practice there would be no 
limitation of relief. For purposes of Sec- 
tion 341, as extended by Section 15, 
Finance Act, 1953, the 1955/56 loss of 
£4,242 can be used in 1956/57 along with 
the loss for 1956/57, so that if the pro- 
posed dividend is paid the whole of the 
£3,230 tax can be reclaimed. 

Our reader is correct. It is regretted 
that the second sentence of the query was 
overlooked. 


ment fund for their old age,” although it 
is not stated in the judgment whether or 
how far this intention was carried out. 
Between April 6, 1942, and September 
9, 1948, the appellants had bought 
239 further houses, at very low prices 
owing to the then conditions; and of 
these fifty-eight had been sold between 
April 6, 1946, and April 5, 1952. The 
239 bought had cost £26,200 and the 
fifty-eight sold had realised £22,605. 
The Commissioners had found that 
when after the war vacant possession 
had become of great value, the appel- 
lants, who had up till then sold no 
houses but had only let and relet, had 
changed their policy and where vacant 
possession had been obtained of a house 
had invariably sold it through an estate 
agent. The Commissioners found that 
the appellants had carried on the trade 
of buying and selling properties; and 
Danckwerts, J., upheld their decision. 
He said he agreed with counsel for the 
appellants that, having found an original 
intention to be proved, the Commis- 
sioners had to find the facts from which 
they could infer a departure from that 
intention and a changed intention of 
taking advantage of the opportunities 
existing after the war of making profits 
out of the purchase and sale of houses, It 
was, he said, impossible for him to say 
that there was no evidence on which 
the Commissioners could reach their 
conclusion or that it was one which 
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could not reasonably be reached on the 
evidence. 

It is not stated whether, in or subse- 
quent to 1947 when sales of houses 
began, any of the sixty held at the out- 
break of war had been sold, but it will be 
observed that the Revenue claim was 
restricted to the profits arising from the 
sale of the 58 houses out of the 239 
bought after April 6, 1942. Had any of 
the 60 been sold, any profit arising from 
sale, whether due to the “vacant 
possession” element or not, would seem 
to be covered by the original proved 
intention and not to be taxable. 


Income Tax 


Schedule A—Property maintenance allow- 
ance—Lessee of house under 99 years’ 
lease at ground rent—Road made up by 
local authority—Sum apportioned to and 
charged to lessee as proportion of cost of 
making up—Whether sum so charged 
includible in property maintenance claim 
as “‘cost to him of maintenance”’—Private 
Street Works Act, 1892, Section 6— 
Income Tax Act, 1918, Schedule A, No. 
V, Rule 8—Income Tax Act, 1952, 
Sections 94, 99, 100, 101. 


In Davidson v. Decks (Ch. October 17, 
1956, T.R. 349), the appellant, Mr. 
Davidson, was tenant of a house and 
land, 32 Sedley Taylor Road, Cam- 
bridge, under a 99 years’ lease from 
1929 at a ground rent of £11 per annum, 
the property being assessed under 
Schedule A at £68 gross, £54 5s. net. 
The road had been made up by the local 
authority and the appellant had been 
called upon to pay £76 odd as his share 
of the cost. This sum he had claimed to 
be includible in a property maintenance 
claim under Section 101 of the Income 
Tax Act, 1952, which Section re-enacted 
Rule 8 of No. V of Schedule A, Income 
Tax Act, 1918. The General Com- 
missioners had dismissed his appeal and 
Danckwerts, J., upheld their decision. 

The appellant’s contention was that 
the £76 had been paid by him by reason 
of his occupation of the land, and the 
amount ought therefore to be allowable 
as “maintenance” within Section 101. 
Against this it was argued by the 
Revenue that it was not maintenance of 
the land in question but, if maintenance 
at all, maintenance of the land which was 
the site of a road upon which his proper- 
ty fronted. Danckwerts, J., after looking 
at Section 6 of the Private Street Works 
Act, 1892, under which the work had 
been done by the local authority and the 
charge made on the appellant, said it 
was plain that he was not charged by 
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reason of any ownership of the road, but 
simply because he was “‘owner of the 
land of which he is tenant”—a somewhat 
curious expression—and that land 
fronted on the road in question. 
Examining Section 101, he held that its 
operation was confined to maintenance, 
etc., in respect of the land which was 
charged to income tax under Schedule 
A and in respect of that land only. He 
expressed some sympathy for the 
appellant: and, apart from the tax 
question, there is much to be said for a 
reconsideration when feasible of the 
provisions of the Private Street Works 
Act, 1892. 


Income Tax 


Schedule A—Flat in building owned by 
company—Common staircase and bal- 
cony— Whether assessment to be made on 
occupier or landlord—Income Tax Act, 
1918, Schedule A, No. VII, Rules 8, 12— 
House Tax Act, 1808, Schedule B, Rule 
14—House Tax Act, 1851, Section 2. 


Gatehouse vy. Vise (Ch. November 8, 
1956, T.R. 369) was a case in which, 
although the Revenue was the respon- 
dent, there was no dispute as to the 
amount of tax liability. The issue was 
whether in the particular circumstances 
by virtue of the relevant statutory pro- 
visions the tax was payable by a lessor 
or by a lessee. The appeal had been 
against an assessment upon the appel- 
lant under Schedule A in the sum of 
£201 as occupier for 1951/52 of flat, 
No. 3 Kinnerton Yard, London, S.W.1. 
The building comprised four garages on 
the ground floor and five flats Nos. 1-5 
upon the first floor. There was no 
means of communication from the 
garages to the flats, the only access to the 
latter being by one of two common 
staircases leading to a balcony on which 
each flat’s front door opened. The land- 
lord, Kinnerton Estate Co. Ltd., was 
responsible for the repair of the balcony 
and staircases and the maintenance of 
three wall-lights. Under the lease of the 
appellant’s flat, the lessee had paid 
£2,750 and had agreed to pay the 
annual sum of £1 for a term of 224 
years from December 25, 1950. 

The assessment, £201, was not in 
dispute as to amount and, digressing, 
had the flat been an ordinary house the 
appellant would have been assessed 
under Schedule A as occupier and would 
have been entitled to deduct tax from his 
£1 lease rent, and the difference between 
the two sums, £200, would have been 
part of his total income from all sources 
hiin s capacity as “beneficial occupier,” 
C.1.R. v. Fargus (1926, 10 T.C. 665), a 
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decision approved in later cases. Ap- 
pellant, however, had claimed that he 
was not assessable at all and that the 
annual value of his flat should have been 
included in an assessment made upon 
the landlord in respect of the whole 
building. If this were correct, there 
would be no provision whereby the 
burden of the tax so shifted to the land- 
lord could be transferred to the tenant 
as “beneficial occupier.” 

The General Commissioners had held 
that the flats in question were separately 
assessable under Schedule A and had 
confirmed the assessment upon the 
appellant. Danckwerts, J., however, 
reversed their decision. The issue in the 
case depended upon which of two rules 
in No. VII of Schedule A, Income Tax 
Act, 1918, applied in the circumstances. 
Rule 8 is as follows: 

The assessment . . . shall be made upon 

the landlord in respect of . . . (c) any house 

or building let in different apartments or 
tenements, and, occupied by two or more 
persons severally. Any such house or 
building shall be assessed . . . as one entire 
house or tenement. 

Whilst Rule 12 provides that: 

Where a house is divided into distinct 
properties and occupied by distinct 
owners or their respective tenants such 
properties shall be separately assessed 
and charged on the respective occupiers 
thereof. 


In order to understand the argument 
in the case it is necessary to reproduce 
Rule 14 of Schedule B of The House 
Tax Act, 1808, because it was a decision 
under that rule that caused Danckwerts, 
J., to find that the appeal succeeded. It 
reads as follows: 

Where any dwelling-house shall be 
divided into different tenements, being 
distinct properties, every such tenement 
shall be subject to the same duties as if 
the same was an entire house which duty 
shall be paid by the respective occupiers 
thereof respectively. 


It will be observed that in this last- 
mentioned rule there is no reference to 
ownership. Nevertheless, in Attorney- 
General v. Mutual Tontine Westminster 
Chambers Association Ltd. (1876, L.R. 
1 Ex. D. 469), it was held that “distinct 
properties” implied distinct ownership 
so that by virtue of that decision and the 
wording of the above-quoted Rule 12 of 
the 1918 Act the assessment in the 
present case fell to be made on the land- 
lord. Nevertheless, whilst the decision in 
the present case was clearly right in law 
it would seem to have been unnecessary 
to call in aid perhaps the dreariest of all 
bodies of case law, that comprising the 
decisions in regard to the old Inhabited 
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Branches 


FAMILY WELPARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 


AND OTHER OFFICIAL AND PRIVATE PERSONS 
INTERESTED IN THE MAKING AND EXECUTION 
OF 
LEGACIES AND CHARITABLE BEQUESTS 
———— 


* Free advice as to the status and financial 
position of charitable Organisations. 


* Information regarding Charities affected, and 
not affected by Act of Parliament. 


* Help and advice as to the needs of Charities 
for those making gifts or bequests. 


_ 
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FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


FAMILY WELFARE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.! 


VICTORIA 7334 


ORDER NOW 


MANAGEMENT 
ACCOUNTING FOR 
AGRICULTURE 


by 


S. V. P. CORNWELL 
M.C., M.A., F.C.A. 


This book is the first publication to apply recent developments in 
Management Accounting, based on industrial experience, to the 
particular problems of agriculture, to indicate the difficulties which 
would arise, and to provide considered solutions to those difficulties 


It accepts the growing interest in problems of management by 
every type of Agriculturist, and sets out to provide an accounting 
tool for Agricultural Management, comparable to that which is 
available to other industries. 


It recognizes two outstanding points which have hitherto been 
largely ignored in the literature on agricultural management — the 
impracticability of laying on the farmer any undue accounting 
burdens, and the existence and potentialities of the free advisory 
service available to agriculture since 1946. 


Within these necessary limitations, it expounds a system of con- 
trol and budgeting which can be maintained with no special de- 
mands on the farmer, and which will yet give the farmer substantial 
assistance in his problems of management, and will also be of great 
value to the National Agricultural Advisory Service officers. 


To provide for the widespread and growing interest in the prob- 
lems of agricultural management and in any possible solutions there- 
to based on industrial experience, and to meet the previous absence 
of any technique of management accounting designed to assist the 
ordinary farmer, this book provides important and stimulating 
suggestions of interest to the farmer, to the practising accountant, 
and not least to the National Agricultural Advisory Service and 
Agricultural Economists. These suggestions are supported by a 
detailed discussion of the best design for farm accounts, and of the 
method of reconciling the information in farm accounts with the 
statistics provided by the National Agricultural Advisory Service. 


PRICE 20/ a= NET 


Post free U.K. 20/6 
ORDER FORM _—— 


To GEE AND COMPANY (PUBLISHERS) LIMITED 
27-28 BASINGHALL STREET, LONDON, EC2 MONarch 5347-8 


Please send........................copy(ies) of MANAGEMENT ACCOUNT- 
ING FOR AGRICULTURE by S. V. P. Cornwell, at 20/- net, 
20/6 post free U.K. 


Name 
(BLOCK LETTERS PLEASE) 


(BLOCK LETTERS PLEASE) 


Remittance £ is enclosed Date.. saree 
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QUEEN ELIZABETH I OPENS THE ROYAL EXCHANGE 


On January 28rd, 1571, Queen Elizabeth I 
opened Sir Thomas Gresham’s Exchange in 
the City of London. It did not, however, 
survive the Great Fire of 1666 and a new 
building was erected in 1669. This, too, was 
burnt down and the present Royal Exchange 
was opened by Queen Victoria in 1844. 
Appropriately it was the setting for the public 
proclamation in the City of the accession of 
Queen Elizabeth II. 


Today, the Royal Exchange Assurance 
still conducts its business from here, as 
it has done for almost two and a half 
centuries. Royal Exchange Assurance 
offers favourable terms for Life and 
Endowment policies. Other types of 
insurance can also be arranged for the 
family and home. Enquiries are welcomed 
at the Head Office, Royal Exchange, 
London, E.C.3, or any local branch. 


ROYAL EXCHANGE ASSURANCE 
Incorporated by Royal Charter in 1790 


All classes of Insurance transacted. Branches throughout the United Kingdom. 
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House Duty. The precursor of the above- 
mentioned Rule 12, now Section 113 of 
the Income Tax Act, 1952, was to be 
found, as Danckwerts, J., observed, in 
the Income Tax Act, 1842, whereby the 
tax abandoned in 1816 was re-imposed. 
This Act was, however, in general a 
reprint of the Income Tax Act, 1806, and 
the wording of Rule 12 is an exact 
reproduction of the corresponding Rule 
13 in the last-mentioned Act. As a 
consequence, there could be no question 
of Rule 14 of Schedule B of the House 
Tax Act, 1808, being the original Jocus. 

To understand the position, it is 
desirable to go back further—to the 
Income Tax Act of 1803, an Act in 
which was first introduced the method 
of taxation at the source, and which, as 
a consequence, was the first really 
effective income tax act. Its success had 
the result that in the general revision of 
the tax by the Act of 1806 the method 
was made the governing principle of the 
whole system. In order to apply it in 
cases where a building was divided and 
owned by different persons it was 
essential that there should be separate 
assessments in respect of each owner- 
ship. But Rule 13 of Schedule A No. IV 
in the 1806 Act did make a radical 
change in the way in which fines—that 
is, premiums—on the granting or pro- 
longation of leases were dealt with. By 
Schedule A, No. II, Rule 4 of the 1803 
Act a separate direct charge was to be 
made upon the lessor in respect of the 
lump sum paid by reference to the 
amount thereof and the period for which 
the lease was granted. By Rule 5, the full 
annual value of the property was to be 
assessed upon the lessee but he was to 
be allowed relief to the extent that the 
lessor was charged under Rule 4 and, 
under the general rule, the lessee would 
be entitled to deduct tax from any rent 
payable by him additional to the 
premium. So far as, but only so far as, 
buildings are within the ambit of Rule 
12 of No. VII of Schedule A, Income 
Tax Act, 1918, the position resulting 
from the decision in the present case 
would seem to be much the same as it 
would have been if the provisions of the 
1803 Act were operative. The change in 
1806 did not make for equity as regards 
premiums paid on other existing leases; 
but the prevailing doctrine at the time 
was that of /Jaissez faire and it was 
probably considered that the operation 
of economic laws would ultimately 
produce a sufficiently equitable equili- 
brium. 

Rule 8 (c) of No. VII of Schedule A, 
Income Tax Act, 1918, had nothing to 
do with the difficult questions of appor- 
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tionment between different owners 
which would have arisen but for Rule 
12. It did not originate until 1853 and, in 
the 11 years subsequent to the reimpo- 
sition of the income tax in 1842, the 
Revenue must have had more than 
enough of trying to collect tax from the 
occupiers of tenement houses! 


Income Tax 


Property transactions by company— 
Decision on appeal that trade carried on 
—Subsequem hearing to consider con- 
tentions that assessments not validly 
made—Certificate covering assessments 
in volumes of documents—Certificate 
signed by Additional Commissioner with 
rubber stamp—Income Tax Act, 1952, 
Sections 36, 41, 59, 514. 


In British Estate Investment Society 
Ltd. »v. Jackson (Ch. November 14, 
1956, T.R. 397) it would seem that 
counsel for the appellant company was 
involuntarily the means of doing the 
Revenue more than one good turn, 
although, as will be seen, it could 
scarcely be said that Danckwerts, J., 
thought his efforts particularly praise- 
worthy. The company had appealed 
against assessments for the years 
1947/48, 1949/50, 1950/51 and 1952/53 
made upon it under Case I of Schedule 
D in respect of profits from sales of 
property as arising from the carrying on 
of a trade. The Special Commissioners 
had decided in favour of the Revenue. 
Having lost these appeals on the merits, 
a little later the company had come 
forward again, claiming on purely 
technical grounds that the assessments 
were invalid. Again the Special Com- 
missioners had decided against the 
company, and on appeal to the High 
Court their decision was upheld by 
Danckwerts, J. 

At the commencement of his judg- 
ment he said that the matter could have 
been disposed of simply upon the 
grounds that, the company having ap- 
pealed upon the merits, any objections 
on the form of the assessments had been 
thereby waived and were no longer 
open to it to be pursued—A/torney 
General v. Aramayo (1925, A.C. 634; 
9 T.C. 445) and other cases. Whilst, 
however, this fact would, he said, have 
enabled him to deal with the matter 
without further ado, in accordance with 
the wish of the Revenue he was dealing 
with the technical points raised upon 
behalf of the company. As to this, 
whilst the original appeal on merits was 
not of special importance to the 
Revenue, that on technical grounds 
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afforded what must have been a long- 
sought chance of getting judicial opinion 
upon certain important changes made 
about a dozen years ago in the form of 
Schedule D books of assessment. An 
account of the new method given in 
the Case stated is reproduced in the 
judgment. The erstwhile cumbrous 
assessment books relating to an area 
had been replaced by a series of volumes 
consisting of single documents, one for 
each person assessed, numbered con- 
secutively and each volume secured by 
metal rods securely sealed. The volumes 
themselves had been also numbered 
consecutively, and the final volume of a 
series had been signed by an Additional 
Commissioner, whose signature also 
purported to sign by reference the 
assessments contained in the other 
volumes of the series. His signature in 
the present case had been made with a 
facsimile rubber stamp; and’ the Com- 
missioners had found that the impression 
had been made by him and not by 
anyone else. 

For the company, it was contended, 
firstly, that each of the said sheets con- 
stituted an assessment and each should 
have been signed by the Commissioner 
in accordance with Section 36 of the 
Income Tax Act, 1952; secondly, that 
the rubber stamp impression was not a 
signature; and, thirdly, that the docu- 
ments were not embodied in a book or 
books within the meaning of Section 36. 
Danckwerts, J., said that as regards the 
stamped signature, the point was con- 
cluded against the company by Good- 
man v. Eban (1954, 1 Q.B. 550), a case 
which had been mentioned by the 
Special Commissioners. As regards the 
other points, after reviewing the legal 
position, he concluded that the intent 
and meaning of the Act had been com- 
plied with in substance and, so far as he 
could see, there was no damage in any 
way to the taxpayer. Any defects of form 
which could be read out of sub-Sections 
(5) and (6) of Section 36 were in his 
opinion covered by the provisions of 
Section 514 (2). 

In the beginning of his judgment 
Danckwerts, J., approved an argument 
for the Revenue that when a document 
appears to.be signed and has been duly 
signed by the officer who purports to 
sign it, the presumption in law is that the 
document has been properly signed until 
the contrary has been shown by a person 
who wishes to upset that conclusion. The 
importance of this finding is that an 
appellant is held not to be entitled to 
require Commissioners or their clerk or 
the Inspector to submit to inquisitions 
with a view to discovering whether at 
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some stage or other in the process of 
assessment there has been some non- 
compliance with the strict statutory 
requirements. 

In the opening paragraph of his 
judgment, his Lordship made a scathing 
protest: 

The appeal as brought today has abso- 

lutely no merits of any kind, and in my 

opinion it has been a disgraceful waste of 

the time of the Court and public money 

to have pursued the matter here. 
In the days of sail, piracy was respon- 
sible for much of the improvement in 
naval architecture: but it is not easy to 
see what benefit accrues to the country 
from purely destructive criticism of 
administrative procedure. There may, 
however, be something in “David 
Harum’s” dictum that a reasonable 
amount of fleas is good for a dog. 


Surtax 


Deduction in arriving at total income— 
Annual payment under deed of covenant— 
Payment to be made on a specified day in 
each year—Covenant to run for period of 
“years from the date hereof” —Whether 
payment made before end of first such 
year a valid payment under covenant— 
Income Tax Act, 1952, Section 524 (3). 


C.1.R. »v. Hobhouse (Ch. October 17, 
1956, T.R. 347) was a small case invol- 
ving a curious point. The respondent, 
Sir John R. Hobhouse, had entered into 
a deed of covenant upon May 5, 1950, 
under which he was to pay to his son an 
annual sum of £450. Clause 1 of the deed 
contained the operative words on the 
annual payments: 

the first payment, to be due forthwith,and 

the subsequent payments on the first day 

of May in each year, 

and Danckwerts, J., said he would have 
thought that “the first day of May” 
plainly meant that day in each calendar 
year. By clause 2, however, it was as 
usual provided that the covenant 
was to continue until the happening 
of one of certain possibilities or, the 
crucial point: 

(5) the expiration of eight years from 

the date hereof. 

For the Revenue it was argued that the 
eight years must mean eight years, not 
from January 1 but from May 5, 1953, 
the covenant expiring on May 4, 1961. 
As a consequence, it was argued that as 
the first year would not expire until 
May 4, 1954, there was no further pay- 
ment due to the son on May 1, 1954, and 
the second payment would not be due 
until May 1, 1955. The Special Com- 
missioners had rejected this construction, 
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holding that the provisions of clause 1 
clearly imposed an obligation to pay 
£450 on May 1, 1954, and that the terms 
of clause 5 did not override the clear 
terms of clause 1. Danckwerts, J., 
declared the Commissioners’ decision to 
be correct. 


Surtax 


Undistributed income—Investment com- 
pany—Provision of technical assistance 
and advice to South African company— 
Whether company existing wholly or 
mainly for purposes of carrying on a 
trade—Income Tax Act, 1918, Section 
14 (2)—Finance Act, 1922, Section 21— 
Finance Act, 1936, Section 20—Finance 
Act, 1939, Section 14. 


C.1.R. v. Highams (Saftex) Ltd. (Ch. 
November 1, 1936, T.R. 357) was a case 
where the Revenue sought to establish 
that the respondent company was within 
the mischief of Section 14 of the Finance 
Act, 1939. This enactment was a devel- 
opment of the legislation against avoid- 
ance of surtax initiated by Section 21 
of the Finance Act, 1922: and by it, in 
the case of certain investment com- 
panies, the income of the company was 
to be deemed the income of its members 
for surtax purposes regardless of how 
much was distributed, unless the Special 
Commissioners were satisfied that the 
company existed “‘wholly or mainly for 
the purpose of carrying on a trade, or 
....” The Special Commissioners had 
found that the respondent company was 
an investment company; but they had 
also found that it was within the exemp- 
tion as existing wholly or mainly for the 
purpose of carrying on a trade. The 
Revenue’s contention was that this find- 
ing was contrary to the true and only 
reasonable conclusion to be derived 
from the facts found and, in view of the 
decision of the House of Lords in 
Edwards v. Bairstow and Harrison (1956, 
A.C. 14; 34 A.T.C. 198; 36 T.C. 207), 
was erroneous in point of law. 

In so far as stated in the judgment of 
Danckwerts, J., the following were 
among the facts of the case. Highams 
Ltd. was an English company trading in 
wool products, and it had relations with 
a firm in South Africa. In the course of 
these relations, a South African com- 
pany, Saftex (Proprietary) Ltd., had 
been formed. Highams took 5,000 shares, 
and subsequently disposed of 1,000 of 
these to a Mr. Cronshaw, who was or 
became a director of both Highams and 
the respondent company. By an agree- 
ment between Highams and the South 
African company, the former had to 
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provide technical assistance and advice, 
receiving therefor remuneration varying 
between £2,500 and £500 per annum. 
(The conditions governing the variation 
are not set out in the judgment.) 

In 1947, Highams was turned into a 
public company, and, as it was consid- 
ered that owing to a certain fact the 
shares in the South African company 
were not suitable for a public company, 
the respondent company had been 
formed in the same year as a private 
company. Its primary object as stated 
in clause 3 (1) of its memorandum was 
to purchase from Highams Ltd. the 
5,000 shares in Saftex (Proprietary) Ltd. 
and moneys invested with that company. 
Under an agreement dated November 
25, 1947, the new company also took 
over the carrying out of the agreement 
between Highams and Saftex (Pro- 
prietary) for technical assistance, and 
became entitled to receive the remunera- 
tion above-mentioned. Prior to that 
date, the advice had been given upon 
behalf of Highams by Mr. A. E. 
Higham, and thereafter it was given by 
him upon behalf of the respondent 
company, he being a director of both 
companies. For each of the years follow- 
ing the formation of the respondent 
company the maximum remuneration, 
£2,500, had been received, but it is stated 
that “the income which the company 
gained from the dividends on the shares 
exceeded quite substantially the re- 
muneration . . . for technical assistance.”* 
The Special Commissioners had found 
on the evidence that the holding of the 
shares in the Proprietary company was 
inextricably linked with the provisions 
of technical advice and that the latter 
was the main purpose of its existence. 
The Revenue contention, based, inter 
alia, on the company’s memorandum 
and the fact that the remuneration had 
been described in the respondent com- 
pany’s accounts as “preferential share 
of profit from Proprietary,’ was that the 
respondent company’s main object was 
the holding of the shares and that the 
provision of technical assistance was 
only ancillary. Danckwerts, J., whilst 
thinking that there might be much force 
in the Revenue’s contention, held that, 
looking at the matter in the best way he 
could, he was not entitled to say that the 
inference drawn by the Special Com- 
missioners was “‘necessarily”—his own 
word—one which could not reasonably 
have been reached. In the present writer’s 
opinion, the sole importance of the 
judgment lies in the word “necessarily,” 
which indicates the limits within which a 
finding of fact may be held to be 
erroneous in point of law. 
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Estate Duty 


(1) Transfer of shares—Whether a gift— 
Whether for full consideration and (2) 
Gift inter vivos—Direction to company 
to allot shares to donees—Subsequent 
allotment—Whether direction effective 
as assignment of donor’s interest— 
Customs and Inland Revenue Act, 1881, 
Section 38—Finance Act, 1894, Section 
2 (1) (c)}—Finance Act, 1940, Section 44— 
Finance Act, 1946, Section 47—Finance 
Act, 1950, Section 46. 


In re Letts (Ch. October 10, 1956, 
T.R. 337) was a double case with two 
distinct issues. It concerned shares in the 
business which amongst other things 
publishes the well-known Lefts diaries. 
In 1925 Harry V. Letts (hereinafter 
referred to as “Harry”) and Norman 
Letts, two brothers, entered into a 
formal deed of partnership. Each 
partner was entitled under the deed to 
introduce up to two sons as partners on 
certain terms and to nominate the same 
number of sons to his share in the firm 
on his death. The net profits were 
divisible as to 7/12ths to Harry and as to 
5/12ths to Norman. Thereafter Harry’s 
two sons, Kenneth and Leslie, and 
Norman’s elder son Donald had been 
admitted as partners in the firm. 
Norman had died in 1935, when he was 
about to admit his second son Reginald 
as a partner. Nevertheless, the surviving 
partners had regarded Reginald as still 
being entitled to be admitted. For 
reasons set out in the judgment, in 1935, 
by a new partnership deed, the division 
of profits had been revised, Harry 
becoming entitled to 10/24ths and the 
four junior partners sharing the remain- 
ing 14/24ths equally. It was further pro- 
vided that on Harry’s death his share 
was to be divisible equally between the 
four juniors so that they would be equal 
in all respects. This, the judge said, was 
a bargain at arm’s length for full con- 
sideration. 

Upon April 14, 1944, a company, 
Charles Letts and Co. Ltd., had been 
incorporated and the partnership busi- 
ness had been transferred to it. For the 
goodwill and pending engagements the 
partners had received 50,000 Ordinary 
shares of £1 each, and for the remaining 
assets of the firm they had received 5 per 
cent Preference shares. Harry had 
received 20,832 as his proportion of the 
50,000 Ordinary shares. On May 5, 
1944, a deed was entered into between 
the five which was intended to make 
Harry’s holding of Ordinary shares sub- 
ject to the 1935 arrangement as far as 
practicable, he covenanting that he 
would not at any time “give, settle, 
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bequeath or otherwise dispose of” his 
Ordinary shares or any of them other 
than to one or more of the active part- 
ners in the firm. In the same deed, as 
between themselves, the latter had agreed 
that Harry’s shares should ultimately be 
divided equally between them. 

In 1948, Harry had transferred to his 
sons and nephews 20,000 of his Ordin- 
ary shares in exchange for 20,000 
Preference shares, thereby making a 
small reduction in his net income. The 
sole reason given by him was his desire 
for greater security of income. At the 
time of the exchange, the Ordinary 
shares were paying about 374 per cent. 
as against the 5 per cent payable on the 
Preference shares. For the purposes of 
argument, the Preference and Ordinary 
shares were assumed to be each worth 
18s. 6d. and £4 8s. respectively: and, the 
judge said, the case was being dealt with 
upon the footing that Harry was 
absolutely entitled to the Preference 
shares which had been transferred to 
him. 

Harry had died on October 10, 1949, 
and the issue was whether the exchange 
transaction was one for full or only 
partial consideration, the Crown claim- 
ing that the difference between the 
£4 8s. and 18s. 6d. was subject to duty as 
a gift. For the four surviving erstwhile 
partners it was argued that owing to the 
deed of May 5, 1944, Harry had only a 
life interest in the 20,000 Ordinary shares 
and that, as he was 80 years of age at the 
time of the exchange transaction in 1948 
and had received an absolute interest in 
20,000 Preference shares, there was no 
element of bounty in the transaction. 
Upjohn, J., rejected this contention and 
upheld the Crown’s claim. He said that 
by the deed of May 5, 1944, Harry had 
transferred no right or title in his Ord- 
inary shares and had not covenanted to 
do so. He held the covenant to be purely 
negative and, in the event of Harry 
dying intestate, his sons, who had a 
sister, would have succeeded to part of 
the shares not under the 1944 deed but 
as next of kin. The surrounding evidence, 
he said, produced no real clue to the 
intention of the parties, whether a gift 
was intended or whether it was a trans- 
action for partial consideration. The 
reason given by Harry for the exchange 
appears to the present writer to be quite 
unconvincing. It would seem more likely 
that all the parties concerned thought it 
undesirable that at the time of his death 
Harry should be the registered owner of 
the 20,000 Ordinary shares. The arith- 
metic in the report of the case is obscure; 
and it is hard to see how by exchanging 
20,000 Ordinary shares of £1 each 
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paying 374 per cent. for 20,000 Prefer- 
ence shares of £1 each Harry’s “net 
income” would be reduced as stated by 
him from £4,000 to £3,650. 


The second case, a more interesting 
one from the legal standpoint, related to 
the disposal by Harry of his right to be 
allotted 7,342 5 per cent, first Preference 
shares of £1 in Charles Letts and Co. 
Ltd. In respect of this transaction, the 
Crown claimed duty under Section 38 
of the Customs and Inland Revenue 
Act, 1881, as amended by subsequent 
legislation. When, as already mentioned, 
the Letts company was incorporated 
upon April 14, 1944, Preference shares 
had been issued to the partners in res- 
pect of the tangible assets of the firm. 
There had been, however, a revaluation 
of certain of these assets and it had been 
decided that additional Preference shares 
should be issued in respect of the amount 
of “write-up.” Harry was entitled to 
10/24ths of the proposed issue, amount- 
ing to 7,342 shares of £1, and but for the 
act out of which the issue in the case 
arose these shares would have been 
issued to him in the ordinary course. 

Harry’s elder son, Leslie, had suggest- 
ed to him that he should make a gift of 
the 7,342 shares to his three children 
and, as shown by letters of thanks from 
Leslie and his brother dated July 24 and 
July 27 respectively, this had been 
agreed to. Leslie, however, had second 
thoughts and upon July 28, 1944, had 
written to his father suggesting “‘a much 
simpler method” of effecting the pro- 
posed gift. He had enclosed a draft 
letter which his father was to sign and 
send to the company. As a result, Harry 
on July 29, 1944, had sent a direction to 
the directors of the company requesting 
and authorising them to issue the shares 
in question to his three children in equal 
shares “as my nominees.” A _ very 
curious feature was that “for some 
reason which no one quite now under- 
stands” a similar direction, apparently 
in identical terms, had been signed by 
Harry upon January 23, 1945; and a 
careful reader will notice that whilst a 
direction given upon July 29, 1944, 
would be more than five years before 
Harry’s death on October 10, 1949, one 
not given until January 23, 1945, would 
not. It was not disputed that the shares 
allotted in accordance with the direction 
had vested at latest upon February 9, 
1945, when the actual allotments had 
been made. The issue in the case was 
whether such a direction as was given on 
July 29, 1944, had the effect of vesting 
the shares beneficially in the three 
children. Upjohn, J., said that the first 
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point was whether Harry had intended 
by the direction to make a gift. The 
second point was whether it was a com- 
plete and effective instrument of gift. 
Upon the first, it seemed clear that a gift 
was intended. Upon the second, which 
he held to be the vital one, it had to be 
proved that everything had been done 
which was in the circumstances necessary 
to transfer the property and make the 
settlement binding (Turner, L.J., in 
Milroy v. Lloyd, 1862, 4 De G. F. & J., 
264). For the executors it was, he said, 
argued that the direction constituted a 
valid equitable assignment of Harry’s 
rights under the sale contract of 1944. 
For good reasons, he said, it was not 
contended that the direction was an 
equitable assignment of shares issued or 
to be issued, but it was contended that 
Harry’s rights were an equitable chose-in- 
action enforceable by specific perform- 
ance and that he was competent to dis- 
pose of them and that, if so, no particu- 
lar language or particular form was 
necessary. Lord Macnaghten in Brandt 
v. Dunlop Rubber Co. (1905, A.C. 454) 
had emphasised sucha point, saying, inter 
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verbos, ““The language is immaterial if 
the meaning is plain.” Harry, it was 
argued, had by his direction of July 29, 
1944, done all that was then possible to 
perfect his gift. 

For the Crown, it was submitted that 
the notice to be valid had to be plain and 
unambiguous. Harry’s direction to the 
company had been to allot the shares in 
question to his three children as his 
nominees, the last word being frequently 
used where the “‘nominees” were merely 
“trustees or names.” It was submitted 
that the shares might have been allotted 
either pursuant to some contract of sale 
or by way of gift; and therefore the 
document was not plain or unambiguous. 
Upjohn, J., said he did not accept this 
proposition and that it did not matter in 
the least to the company what was the 
arrangement between Harry and his 
nominees to whom they were directed to 
allot the shares. 

The next point raised by the Crown 
was that the direction was not, upon a 
proper interpretation, an assignment by 
Harry of his contractual rights under the 
1944 sale agreement but merely an 


Tax Cases—Advance Notes 
By H. MAJOR ALLEN 


CHANCERY Division (Wynn-Parry, J.) 
S. Berendsen Ltd v. C.I.R. February 6, 
1957. 

Facts.—The company’s share capital 
consisted of 1,000 shares of £5 each, 
carrying one vote per share at meetings 
of the company. The directors had 
registered in their names a total of 401 
shares, and a further 590 shares were 
held by a Danish company. One of the 
directors owned 395 of the 600 issued 
shares of the Danish company and was 
accordingly in a position to control that 
company. For the purpose of ascer- 
taining whether or not the directors had 
a “controlling interest” in the company 
for profits tax purposes within the 
meaning of paragraph 11 of the Fourth 
Schedule, Finance Act, 1937, the Crown 
contended that there should be taken 
into account the shares held by the 
Danish company. The company, how- 
ever, contended that only those shares 
registered in the names of its directors 
(which amounted to less than 50 per 
cent. of the total) should be considered 
for this purpose. 


Decision.—Held, that following the 
decisions in Bibby & Son Ltd. v. C.I.R. 
(29 T.C. 167) and C.1.R. v. Silverts (29 
T.C. 491) the register of members was 
the deciding factor and that accordingly 
the company was not to be treated as 
director-controlled. 


Executors of Sir Frank Beauchamp yr. 
C.1.R. February 7, 1957. 

Facts.—Sir Frank Beauchamp died on 
June 17, 1950, liable to the Special 
Contribution imposed by the Finance 
Act, 1948. The question for decision was 
whether an assessment to the Special 
Contribution could be made after April 
5, 1954, that is to say later than six years 
after the end of the year of assessment 
1947/8, and, further, whether such an 
assessment on the executors could be 
raised later than the end of the third 
year next following the year of assess- 
ment in which the deceased died. 

Decision—Held, that the Finance 
Act, 1948, made no express provision 
for a time limit and that the effect of the 
Regulations made by the Commissioners 
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exercise of his power under the contract 
to nominate others to be registered as 
shareholders. It would be, it was con- 
tended, an extraordinary thing if by the 
nomination Harry had put it out of his 
power to change his mind and direct the 
company to allot the shares to some other 
person. Upjohn, J., whilst admitting the 
Crown’s arguments to be powerful, 
came to the conclusion that Harry 
intended by his direction of July 29, 
1944, to make an assignment of his 
rights. He held that it operated as an 
equitableassignment and—Harry having 
done everything in his power in relation 
to his rights—as a perfect gift, with the 
result that the Crown’s contention failed. 

It is an old saying that “truth will out 
even in an affidavit.”” Nevertheless, the 
formality of the estate duty procedure by 
affidavit would seem to make it inferior 
to the more informal income tax pro- 
cedure as a means of arriving at the 
truth underlying a transaction. It is, 
for example, difficult to believe that the 
puzzle presented by the curious feature 
in the second case would have remained 
unsolved under income tax procedure. 


under its provisions was not to import 
such a limit. Assessments could accord- 
ingly be made with no limit of time. 


C.I.R. v. Thornton Kelley & Co. Ltd. 
February 8, 1957. 

Facts.—The original capital of the 
company consisted of 10,000 £1 Ordinary 
shares. In 1920 a surplus arising on the 
revaluation of fixed assets was applied in 
paying up in full 10,000 74 per cent. 
cumulative Preference shares of £1 
each, which were issued to the holders of 
the Ordinary shares. In 1951 the capital 
of the company was reduced from 
£20,000 to £10,000 by the repayment of 
the whole of the amount credited as paid 
up on the Preference shares. The ques- 
tion was whether, for the purposes of 
Section 21 of the Finance Act, 1922 (now 
Section 246 (2) (a) (iv), Income Tax Act, 
1952) the bonus shares had been issued 
“otherwise than for adequate considera- 
tion.” 

Decision —Held, that, although the 
bonus shares must be regarded as fully 
paid up and the bonus issue as having 
resulted in a benefit to the company from 
the company law point of view, the 
shares must be regarded as having been 
issued “‘otherwise than for adequate con- 
sideration” within the meaning of the 
Section. 
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The Month in the City 


Down to 5 Per Cent. 

The rally that was in progress a month 
ago continued, in all sections other than 
gold mines—for fixed interest securities 
until February 1, although in equities it 
had been hesitant for the previous 
week. The operating factor was the ex- 
pectation of a reduction in Bank Rate. 
But the drive faltered with the new 
month. The Chancellor of the Exche- 
quer, Mr. Peter Thorneycroft, had made 
a couple of courageous speeches without 
disclosing his immediate intentions in 
any field, and there was less talk of an 
early change. As not uncommonly 
happens, it was when expectations had 
faded that it was decided on February 7 
to reduce the official minimum by 4 
point to 5 per cent., after fifty-one weeks 
at the higher rate. Only those who regard 
a high rate as a necessary concomitant 
of effective credit control appear to have 
regretted this move, but there was 
widespread disappointment among those 
who had been clamouring for a definite 
scrapping of credit control. The reduc- 
tion was accompanied by the clearest 
possible statements by both the Gover- 
nor of the Bank and the Chancellor that 
this was a technical adjustment and that 
it did not betoken any change in policy. 
In particular, there would be no relaxa- 
taion of the directives to limit short- 
term lending, while there was no indi- 
cation whatever of the policy with regard 
to long-term rates. In these circum- 
stances, there was a decline in the Funds 
and a less easily explained rally in in- 
dustrial Ordinary shares. The latter 
movement did not last, and the former 
continued and spread to other fixed 
interest securities when, on the following 
Monday, a new Government issue was 
announced. 


A Fifty-Year Stock at 80 

This took the form of a further £300 
million of the existing Treasury 34 per 
cent. Funding stock 1999-2004, to be 
offered at 80. The old stock stood 4 
point higher, including a considerable 
amount of interest. Apart from the fact 
that an issue at 20 points discount marks 
the radical departure in thought on such 
matters since the Macmillan Com- 
mittee reported, the two principal points 
about this offer appear to be that the 
Government is borrowing for a maxi- 
mum period at a rate not very much be- 
low what has recently been described as 


exceptionally high, and that the price 
was fixed at a level at which it would 
cause the minimum disturbance to the 
market and, therefore, produce the 
minimum of subscriptions from indi- 
vidual and institutional investors. That 
is to say, the bulk of the issue will be 
taken by the “Departments.” This is a 
familiar pattern, but there seems on this 
occasion to be rather more justification 
for it than has commonly been the case 
in the past. The condition that the cut in 
short-term rates shall do no harm is, 
on the one hand, that control of short 
borrowing shall continue by directive 
and, on the other, that there shall be no 
appreciable fall in the cost of borrowing 
long. The Departments have consider- 
ably reduced their holdings of relatively 
long-dated stock, and they are now 
in a good position to replenish them. 
There are still some weeks to go before 
the peak of the tax-paying season is 
passed, and the authorities can afford 
to take up new stock at this juncture. 
What is essential is that, once the new 
revenue year begins, they shall proceed 
to peddle it out to the market instead of 
raising finance by the re-expansion of 
the tender Treasury Bill issue, and 
without taking too much account of 
any resultant fall in the price of longer- 
dated stocks. It must also be remembered 
that the authorities have over £400 
million of redemptions to deal with by 
mid-June and a further £500 million by 
mid-November. 

The net effects of these events, as 
reflected in the indices compiled by the 
Financial Times, are rises between 
January 18 and February 19 from 88.15 
to 88.45 in Government securities; from 
95.55 to 96.41 in fixed interest stocks; 
and from 183.3 to 185.8 in industrial 
Ordinary shares. All these had stood 
higher at the month-end. There was a 
fall in gold mines from 75.2 to 73.4. 


Short Rates 

The immediate response of the banks, 
both English and Scottish, was to reduce 
all lending rates, and the terms given on 
deposits, etc., by the full 4 point by 
which Bank Rate had fallen. Bank and 
trade bill rates were also cut provision- 
ally, but when on the ensuing day the 
Treasury bills went at some 6s. below 
the rate of the previous Friday, namely 
at under 44 per cent., there was a further 
all-round cut in bill rates. Applications 
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for Treasury bills from outside the 
market continued at a high level and it is 
possible that there will be some further 
fall so long as tax receipts permit a 
reduction in volume. It seems im- 
probable, however, that the Depart- 
ments will combine continued sales of 
stock to the market with the new opera- 
tion, While the immediate effect of the 
lower Bank Rate was to depress the 
value of sterling on a number of centres, 
the worst that can be said to have hap- 
pened is that the all-round strength has 
been replaced by narrow movements 
both up and down and that there is little 
evidence of any substantial support by 
the authorities. 


The Bankers’ Views 

The annual speeches of the bank chair- 
men had this year to be delivered, or at 
least composed, at a time of acute un- 
certainty. In a very short summary, it is 
necessary to note the stress put upon 
high short rates and their alleged in- 
effectiveness. There was also a valuable 
indication that high short rates deterred 
necessary funding operations. Some of 
the bankers gave their blessing to the 
new free trade area concept, and most 
had a good deal to say of the too-high 
level of Government spending. All are 
in favour of the emergence of conditions 
that will permit bankers to apply their 
traditional criteria to the making of 
advances and some seemed to believe 
that the time was ripe for directives to go. 
But for the most part it was realised that 
this would only be possible when an 
official policy of relating spending to the 
raising of finance without inflation had 
been made fully effective. None asked 
for an immediate reduction in Bank 
Rate. Only Sir Oliver Franks plumped 
squarely for a policy of funding as the 
essential instrument for control of 
liquidity. He was prepared to envisage 
the need for real relaxation if and when 
unemployment seemed to be excessive, 
but he made it quite clear that this con- 
dition was not yet satisfied. The actual 
guidance to be extracted from these 
statements on the correctness of a reduc- 
tion in Bank Rate at this juncture is not 
clear-cut, but it is evident that Sir 
Oliver at least is not in favour of any 
relaxation as yet of borrowing at short 
term, and certainly not of making it 
easier or cheaper to borrow long. As a 
footnote to the earlier statement on 
results it has now to be added that the 
National Provincial Bank has put forward 
a capital reconstruction scheme which, 
in addition to abolishing all callable and 
reserve liability, envisages a modest 
increase in dividend. 
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Points From 
Published Accounts 


Two Kinds of Simplification 

Attempts to make accounts more read- 
able for the average shareholder are 
laudable and still too few. But it is as 
well to recognise that as much harm as 
good can result from over-eagerness to 
get right away from accepted conven- 
tions. It is always difficult to compromise 
in developments of this nature, and the 
practice of maintaining a completely 
conventional profit and loss account and 
balance sheet, while at the same time 
publishing the same information in a 
manner easily appreciated by the lay- 
man, has much to commend it. 

The way in which various companies 
tackle the problem makes a fascinating 
study. Sometimes even a small alteration 
or a typographical detail can achieve a 
marked improvement—it has to be 
borne in mind that even where complete- 
ly formal accounts are presented, there 
is still scope for simplification and 
increased readability—and sometimes 
really drastic treatment fails in its 
objective. 

The accounts of Electric and Musical 
Industries provide an example of how 
a great improvement can follow a single 
deft stroke. Here the only change is that 
the figures are now given in the profit 
and Joss account and balance sheet to 
the nearest thousand pounds—thus: 
“Consolidated trading profit ‘ 
£2,417,000.” How refreshing this is! 
When profits and balance sheet figures 
reach the size of those in the E.M.I. 
accounts the few hundreds of pounds 
become comparatively negligible, and it 
makes a far neater presentation to omit 
them. 

An example of the second kind of 
treatment is provided by the accounts of 
Charles Winn. The chairman has even 
gone to the trouble of including an 
explanatory statement stating simply 
what has been done and why. The 
approach is quite novel, for nowhere in 
the profit and loss account does the 
word “profit” appear, and the balance 
sheet presentation occupies no more 
than half a page. The net result is that 
two pages of notes are necessary to 
amplify the information given in the 
“statement of accounts.”’ The important 
point to consider here is whether any 
useful purpose is being served by break- 


ing so completely with the accepted 
conventions. Certainly one can argue 
that many of the existing terms (such as 
profit) are open to misinterpretation, 
but one can also argue just as effectively 
that the relegation to a notes section of 
such items as depreciation, and the 
amount owing to bankers (as part of the 
total of current liabilities) opens up just 
as much latitude in interpreting their 
true importance to the operations of the 
business. 

Praise must be given where praise is 
due, and there are undoubtedly some 
good features in these new look accounts 
from Charles Winn. The substitution ofa 
single item “For retention in the 
business,” in place of the string of 
various reserves which is the more usual 
procedure in this country, commands 
our wholehearted approval. So too does 
the tax item in the balance sheet, de- 
scribed as follows: “Earnings retained 
for income tax due January 1, 1958 
(temporary capital in use in the busi- 
ness).” But by and large it is impossible 
not to feel that a better job could have 
been done by sticking to the more usual 
presentation and by using terms (how- 
ever open to misinterpretation they may 
be) with which the great majority of 
people are at least familiar. Misinter- 
pretation is quite easily avoided by in- 
cluding a simple definition with each 
item: this, in fact, is more proper 
material for a notes section than im- 
portant details of profit and loss account 
and balance sheet. 


“Surplus on Trading” 

The directors of Joseph Lucas (Industries) 
have taken a big step towards making 
the profit and loss account easier to 
read, but there is still room for improve- 
ment. Previously only the net income 
appeared in this account, taxation and 
all other items having been deducted. 
This year a gross profit is shown, and 
one is referred to the relevant note 
section for a detailed explanation of the 
five items appearing in the account. 
Opinions are bound to be sharply 
divided on whether this is a better 
presentation than that formerly given: 
at least all the information was kept on 
one page in previous years, thus obviat- 
ing the necessity to flick from one page 


to another. One specific point of disa- 
greement arises from the description of 
a profit of £5,010,441 as the “surplus 
on trading.”’ Actually, the notes make it 
clear that the amount is the balance 
struck after charging depreciation, re- 
placement reserve, directors’ emolu- 
ments and other items to an aggregate 
value of £2,146,062. In the circumstances 
it would be more appropriate to term it 
a net trading surplus. Better still would 
be to add back all the items appearing in 
the notes and thus save shareholders the 
trouble of having to do it for themselves. 

The company is one of the compara- 
tive few that have tried to compromise 
between a strictly historical approach to 
accounting and the need for a more 
realistic appraisal of the fixed asset re- 
placement requirements of the business. 
For a number of years now, therefore, 
the depreciation charge has been aug- 
mented by a replacement reserve for 
buildings, plant and equipment. The 
term “reserve” may be taken to 
imply that it is at the discretion of the 
directors. Yet they obviously feel that it 
is a necessity. Such a position gives rise 
only to confusion in the mind of the 
reader who is tempted to add back this 
item to the net profit because it is 
described as a reserve. When a business 
gets to this stage it would be far better 
to end the matter by giving effect to a 
revaluation of the properties in the 
balance sheet. That way everyone knows 
where he is. 


Why Different Standards for Parents? 

An interesting point presents itself in 
the accounts of the Borneo Company. 
Directors’ emoluments are shown as a 
specific deduction in the parent com- 
pany’s profit and loss account, in the 
consolidated profit and loss account the 
deduction is not shown, the profit simply 
being given net of the emoluments. The 
view seems to have been taken that, the 
requirements of the Companies Act 
having been complied with in the 
parental account, there is no reason to 
repeat the information in the consoli- 
dated account. But surely there is a lot 
to be said for striking the parent’s and 
the group’s accounts on all fours, in 
order to facilitate comparison. Some 
people will argue that there can be no 
comparison between the figures of a 
parent company and those of the group. 
But when both sets of figures are given, 
it is possible to find out how the sub- 
sidiaries have fared on their own, and 
this is often most valuable information. 
It is only a small point in this instance; 
the parent has done rather better in 
relation to the subsidiaries than it 
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How 
does the 
smaller 
firm 


raise new 


capital ? 


As long as credit restrictions are in 
force, this may be difficult. For those firms concerned in work of national 
importance, the best answer may be ICFC. The Corporation provides long-term 
loans and share-capital, in amounts between £5,000 and £200,000. 


Ask your own accountant, solicitor or bank—or write for our booklet 
“Capital for Business and Where to Find it” to Dept. R, at any of the 


addresses below. 


INDUSTRIAL AND COMMERCIAL FINANCE CORPORATION LIMITED 


Head Office: 7 DRAPERS’ GARDENS, LONDON, E.C.2, NATIONAL 8621/5 
Branches: BIRMINGHAM—214 HAGLEY ROAD. EDGBASTON 4181 LEICESTER—31 FRIAR LANE. GRANBY 854 
MANCHESTER—73 WHITWORTH STREET. CENTRAL 5429 LEEDS—HEADROW HOUSE. LEEDS 2-2727 
EDINBURGH—33 CHARLOTTE SQUARE. EDINBURGH 30212 
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FACTS 
AND 
FIGURES 


Books on company law, taxation, 
Statistics, economics, new methods 
in accountancy and textbooks and 
reference books for professional 
examinations can be obtained through 


® Stationery and mene | 

printing can also your local branch of Smith's. 

be supplied by Any books not available on demand 
cain “cadialiiame can be obtained from Head Office 

‘Suiits Svan. | SOT Cueely. 


Lists of the standard works on any 
subject gladly supplied. 


W. H. SMITH & SON 


for technical books 


HEAD OFFICE: STRAND HOUSE, LONDON, W.C.2 


Neville 
Sndustrial Securities 
Limited 


The Midlands Issuing and Finance House providing a 


complete service for industrial companies to obtain capital ° 


and for the proprietors of private companies to market their 
holdings, and make provision for Death Duties. 


YOUR SUCCESS 
IS ASSURED 


if you study by means of R.R.C. ‘‘no text-book” 
courses. 


Complete inexpensive tuition by qualified tutors, 

with clear-cut guarantee, for all the principal 

Accountancy and Secretarial Examinations. Also 

for Law (Bar, LL.B.), Local Government, Banking, 
Civil Service, G.C.E., etc. 


OVER 50,000 POST- 
WAR SUCCESSES 


Write to-day, specifying your particular interest, 
to The Principal, 


THE RAPID RESULTS COLLEGE 
3, TUITION HOUSE, LONDON, S.W.19 
or call at 235, Grand Buildings, Trafalgar Square, London, 


W.C.2 (WHI. 8877), or 19, City Buildings, 69 Corporation 
Street, Manchester 4 (BLA. 9515). 


Public offers for Sale and placings during 1947-56 


Prima Industries Ltd 


Zinc Alloy Rust-Proofing 


Alfred Case & Co Ltd 
John Hawley & Co 
(Walsall) Ltd 
Bilston Foundries Ltd 
Craddock Brothers Ltd 


John Folkes (Lye Forge) Ltd 
Gibbs & Dandy Ltd 
Belgrave (Blackheath) Ltd 
Hallam, Sleigh & Cheston 
Ltd 
Strakers (Newcastle) Ltd 
Elliot Paisley Ltd 
Alfred Clough Ltd 
Wm. Park & Co 
Forgemasters Ltd 
Swinnertons Ltd 
Arthur Wood & Son 
(Longport) Ltd 
C. E. Ramsden & Co Ltd 
Prestage Ltd 
Samuel Smith & Sons Ltd 
Fry’s (London) Ltd 
Sankey Green Wire 
Weaving Co Ltd 
J. Hewitt & Son (Fenton) 
Ltd 
A. R. & W. Cleaver Ltd 
Walkers (Century Oils) 
Ltd 


Directors: 
G. ROLAND DAWES, F.C.A., F.C.W.A. 
E. CARL REEVES, B.SC.(LOND.) 
SIR GREVILLE F. LAMBERT, BART., F.C.A. 


Secretary: 
NORMAN E. HURST, A.C.A., F.C.LS. 


Reville Bouse, 42-46 Bagley Road, 
Birmingham, 16 


Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM’ 


Telephone: EDGbaston 5431 (4 lines 


Subsidiary Company: 
NEVILLE INDUSTRIAL Securities (S.W.) Ltp 
Baltic House, Mount Stuart Square, Cardiff 


Telephone: CARDIFF 32255 
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appears to have done at first glance, but 
it would have been helpful to have been 
given at least a footnote indicating that 
directors’ emoluments had been de- 
ducted in the group account. 


Submerging the Accounts 
Readers of the Barclays Bank D.C.O. 


accounts may be forgiven for assuming 
that the profit and loss account and 
balance sheet are considered to be of 
only secondary importance in the pre- 
sentation of information to shareholders. 
The two accounts are sandwiched into 
one double spread, when the whole 
report occupies 32 pages, excluding the 
cover. This brings us back to our re- 
peated criticism that modern accounts 
tend to go too far in the direction of 
putting before shareholders a welter of 
information and submerging the basic 
Statistics. The criticism may well be a 
harsh one in this instance, for consider- 
able effort has obviously gone into 
making the whole report as presentable 
as possible, with an excellent chairman’s 
statement liberally relieved with colour 
photographs. Nevertheless, we feel that 
much would have been gained by allott- 
ing a full double-page spread to the 
balance sheet alone in order to avoid the 
cramping of the figures that now mars it. 
At the same time, it would be worth 
making some effort to make it easier to 
read by breaking the various items up 
with a few headings to show the im- 
portant features more clearly. The use 
of different type faces and more colour 
could easily be employed to advantage. 


Brightness and Colour 

S. Smith and Sons (England) has issued 
a very commendable set of accounts this 
year. A brilliant yellow cover catches the 
eye immediately, and colour is also used 
to full advantage in the interior pages: 
bold type is used judiciously to pick out 
the main headings, and the use of a 
double-sized type to display the net 
assets total and the total of Smith 
shareholders’ interests is an attractive 
innovation. The provision of ample 
statistical information in diagrammatic 
and tabular form rounds out the im- 
pression of a well thought-out set of 
accounts. 


Breaking the Path for Investment Trusts 
British Assets Trust has taken to heart the 
need for making annual accounts 
brighter and a more valuable medium 
for providing information for the share- 
holders. This year’s accounts have been 
revolutionised and may well start a new 
fashion amongst investment trusts—not 


particularly renowned for the general 
standard of their accounts. By far the 
most arresting feature of the accounts is 
the amount of statistical information 
appended to the accounts themselves, 
and designed to give shareholders an 
accurate picture of the progress of the 
trust. 


Provisions are Specific 

More additional statistical information 
has been appended to the accounts of 
Associated Commercial Vehicles this 
year, and it has added considerably to 
their interest. A simple but effective 
layout has been adopted, and the balance 
sheet makes the useful point of showing 
share capital and reserves exclusive of 
goodwill. This item appears only in the 
notes section, which is on the facing 
page. The only minor point of criticism 
is one of nomenclature: among the 
current liabilities appears “miscellaneous 
provisions.”” A provision is specifically 
provided for something, and if it is 
worth making a provision, it is worth 
stating exactly what it is for. Loose 
phraseology mars many a fine set of 
accounts—a pity, because the fault can 
be so easily avoided. A balance sheet in 
which every item really means something 
has far more value than one in which the 
reader is left to make his own interpre- 
tation of the significance to be accorded 
to certain items. 


Legibility and Emphasis 

The accounts of Wales and Monmouth- 
shire Industrial Estates might possibly 
benefit by being brought down to quarto 
size: at the moment there is rather too 
much white and the figures tend to get 
lost. This is a minor criticism, however, 
compared with the legibility of the type 
faces adopted, and the judicious use of 
bold type to make the group items stand 
out. The use of red ink for comparative 
figures helps to relieve the austerity of 
the presentation and to add interest— 
particularly where the several long 
columns of figures that occur are boxed 
in as well, so that the total stands out. 


Crowded Accounts 

Ind Coope & Allsopp continues to spoil 
a lively set of accounts with a horribly 
cramped balance sheet. Four columns 
of figures—current and comparative 
figures for both the parent company and 
the group—leave barely enough room to 
get the wording in on the left-hand side. 
The result is difficult to read and makes 
laborious work of trying to isolate the 
important items. Rather unusually, 
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sundry debtors stand ahead of stocks 
and stores among the current assets. 


Not a Trading Profit 

Another leading brewery, Bass, Rat- 
cliffe and Gretton, has recast its accounts 
“in a manner designed to accord with 
the best modern practice.”’ Unfortunate- 
ly it is becoming all too prevalent in 
modern practice to strike the trading 
profit after deducting a string of items 
such as depreciation and directors’ 
remuneration. A profit after deprecia- 
tion is certainly not a trading profit, and 
it is difficult to see what is being gained 
by this practice, This apart, the accounts 
are laid out in orthodox form, with the 
balance sheet showing the total of net 
assets applicable to shareholders in the 
business. Comparative figures are 
printed in blue instead of the more 
usual red. 


A Reservation about Consolidation 
English Sewing Cotton will be presenting 
a full consolidation of the parent group 
and American Thread Company figures 
in its next accounts. Hitherto the two 
sides of the business have been kept 
separate. Full comment on this move 
must await the accounts, but it is to be 
hoped that the directors will give some 
attention to the provision of information 
enabling shareholders to see how the 
American side of the business has fared 
vis & vis the remainder of the group. In 
an undertaking such as this, information 
of this nature can often be very valuable, 
and one of the drawbacks of full con- 
solidation is that such distinctions are 
lost in the overall figures. 


A Special Depreciation Reserve 

The valid point that replacement cost is 
not known in advance is made by the 
chairman of Dalgety, in announcing that 
in future it is proposed to adopt a com- 
promise in making provision for the 
replacement of fixed assets. A revalua- 
tion of premises reserve has been re- 
named “special depreciation reserve,” 
and it is proposed to add to this when 
convenient and to withdraw from it the 
appropriate sums for the extra depre- 
ciation of specific premises, as recom- 
mended by the auditors. The company 
also prefers to treat distributed profits 
tax as part of the cost of dividends, 
rather than as a prior charge on profits 
in the same category as any other taxa- 
tion. As we have previously pointed 
out, this method merely tends to give 
shareholders a wrong impression of the 
amount of profit that is, in fact, avail- 
able for distribution. 
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Publications 


Pension Schemes and Retirement Bene- 
fits. By Gordon A. Hosking, F.1.A., 
A.T.LL, F.S.S. Pp. viii+372. (Sweet & 
Maxwell, Ltd.: 42s. net.) 


LET IT BE Said at once that this is an 
excellent book, lucidly informative on 
every essential topic germane to its 
subject. 

During the post-war period there has 
been a rapid and extensive increase in 
the number of occupational pension 
schemes. In a complex industrial society 
such as ours these schemes vary con- 
siderably in type and structure, accord- 
ing to the special circumstances that they 
are designed to meet. Pension schemes 
today are conditioned largely by the 
legislation of recent years, intended to 
encourage their promotion by the con- 
cession of substantial tax reliefs subject 
to compliance with the requirements of 
the Commissioners of Inland Revenue, 
who are charged with the duty of grant- 
ing or refusing approval. These require- 
ments have changed from time to time in 
the light of experience, and today have 
become formalised and known as the 
‘standard practice’’ of the Department. 
Moreover, the pension scheme move- 
ment has now entered upon a new phase 
by the passing of the Finance Act of 
1956, bringing within the scope of the 
tax concessions certain pension arrange- 
ments covering self-employed persons 
and others engaged in non-pensionable 
employment. Thus the position gener- 
ally has become somewhat complicated 
and the purpose of Mr. Hosking’s book 
is, as he says, “to assist an employer, 
employee or private individual to see 
more closely the implications of the 
various methods available for retirement 
pensions.” In this task he has unques- 
tionably succeeded. Mr. Hosking writes 
not only with the authority of an ex- 
perienced actuary but also as a practical 
administrator, and his name is already 
well known as part author of an earlier 
work Superannuation Schemes, on which 
the present volume is largely based. 

In a brief review such as this it is im- 
possible to do more than call attention 
to the salient features of the new book. 
The treatment of the subject is admirably 
planned; in the opening chapters the 
reader is introduced to the elementary 
principles that should govern the forma- 
tion of any pension scheme. These prin- 
ciples are simply stated in clear non- 
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technical language, unencumbered by 
the discussion of details which is re- 
served for later chapters under appro- 
priate headings, to which reference can 
be made as the more fundamental con- 
siderations are better understood. Hav- 
ing presented this broad picture of the 
main features of a normal pension 
scheme—as, for example, the nature and 
scope of the benefits and contributions 
to be provided, whether in respect of 
future or past service—the author ex- 
plains the different types of schemes 
that fall to be considered, their con- 
stitution and management. In this con- 
text the relative merits are discussed of 
administering a scheme privately, under 
a trust deed and rules, or under a con- 
tract issued by a life office. This is a ques- 
tion on which opinions may well differ, 
but it is fair to say that an effort has ob- 
viously been made to deal with it sin- 
cerely and objectively. Mr. Hosking has 
done well to include a chapter on 
widows’ and orphans’ schemes, which 
are today attracting increasing interest 
as a factor in promoting good industrial 
relations. 

In the matter of tax concessions the 
lay reader is guided by easy stages 
through the relevant statutory provi- 
sions, since the operation of the law 
varies radically as between different 
types of schemes. A painstaking analysis 
of the position is set out with great 
clarity and helps materially to simplify 
what to most people is an intricate 
subject. 

The wise investment of funds in a 
privately administered scheme is, need- 
less to say, of paramount importance, 
and several chapters are devoted to a 
consideration of the general principles 
involved, the powers available to 
trustees, the types of investments avail- 
able, and the factors that should govern 
a prudent investment policy. 

Managers of pension schemes, and 
indeed beneficiaries themselves, are con- 
cerned from time to time to follow the 
financial progress of their funds—to 
understand, in the author’s words, 
“‘what constitutes a profit or a loss, how 
favourable periods are to be ascertained 
and recognised, when is the danger point 
reached or when can surplus be success- 
fully used in improving benefits or re- 
ducing future contributions.” This is the 
object of the actuary’s periodical valua- 
tion; and the technique which he em- 
ploys, both in theory and in practice, is 
fully explained in two very readable 
chapters. This masterly exposition 
should prove of the greatest assistance 
to the pension fund administrator and 
enable him better to appreciate the im- 


plications that arise in the general 
management of his scheme. 

Special mention should be made of 
the chapter on the provisions of the 
Finance Act of 1956, of the operation of 
which there has as yet been practically 
no experience. These provisions have 
obviously been the subject of very care- 
ful study by the author. 

Other features of this very praise- 
worthy treatise include a description of 
methods by which schemes may be 
adjusted to allow for National Insurance 
pensions, the general content of the 
trust deed and rules, the procedure by 
which pension rights may be transferred 
when a member passes from the em- 
ployment of one firm to that of another, 
and practical points dealing with day-to- 
day administration. Finally, the relevant 
enactments relating to the tax position 
have been conveniently collated and set 
out for reference in the appendix. 

To sum up: this book may be de- 
scribed as a guide to the perplexed lay- 
man who seeks general enlightenment 
about pension schemes, a positive aid to 
the practical administrator, and a trust- 
worthy textbook for the serious student. 

H.L. 


The Family Farm. Occasional papers 
No. 4. Pp. 36. (Farm Economics Branch, 
School of Agriculture, Cambridge Univer- 
sity: 3s. post free.) 

ANY ACCOUNTANT WHO values the con- 
nection between accounting and manage- 
ment and who regards this link as being 
important to the future development of 
his profession, must be grateful to the 
Cambridge University School of Agri- 
culture, which has been the source of so 
much material of value to management 
and to accountancy in agriculture. 

The present publication examines 
whether the family farm has sufficient 
economic merits to justify a policy of 
encouragement. For this purpose—and 
with adequate recognition of its limita- 
tions—a yardstick of £500 net profit per 
annum is adopted as the minimum 
return properly to be expected from such 
a unit. 

The approach adopted is to start with 
a classification, by degrees of popularity, 
of the organisation and stocking of the 
“small family farm” (20—SO acres) and 
the “large family farm” (50-100 acres). 
Next, the output per acre, and the con- 
sequent husbandry organisation, neces- 
sary to reach the minimum annual net 
profit of £500 is discussed. Based on 
three representative types of family farm 
organisation, there follows an analysis of 
methods of improving farm profits, 
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within the limitations of acreage and 
capital requirements usually present in 
such holdings. This section, dealing 
principally with the possibility of intro- 
ducing pigs or poultry, is of particular 
interest. 

The study concludes with a summary 
based particularly upon a comparison 
between large and small farms. Not 
everyone will welcome the conclusion 
that both from the national point of 
view and from that of the particular 
farmer there are definite limitations upon 
the possibility of increasing profits 
without increasing the size of the hold- 
ing: that frequently small holdings are 
uneconomic and therefore to be dis- 
couraged. An accountant will probably 
find the treatment of invariable over- 
heads in this part of the discussion to 
be somewhat cursory—though it must 
be admitted that, in the illustrations 
given, they are of very minor impor- 
tance. As a whole, however, he will 
appreciate this stimulating and informa- 
tive study. S.V.P.C. 


How to Form a Private Company. By 
Stanley Borrie. Twenty-fifth edition. 
Pp. 64. (Jordan & Sons, Ltd.: 4s. 6d. 
net.) 


IF IT Is true that the proof of the pudding 
is in the eating, the publication of the 
twenty-fifth edition of a book should be 
acceptable evidence of its worth. 

The present concise and well indexed 
edition will be of special value to the 
student and to the practising accountant 
to whom the formation of a private 
company is an infrequent employment. 

The student will here find, collected 
and logically arranged, all those provi- 
sions scattered throughout the Com- 
panies Act, 1948, with which he is 
required to be familiar. The picture is 
presented as a whole in an attractive 
format and in a way that conduces to a 
pleasant acquisition of knowledge. The 
size of the publication makes it both 
convenient for perusal during the odd 
few minutes that are so easily wasted and 
very suitable for purposes of revision. 

The history of companies, though 
brief, is hardly necessary, and the appen- 
dix, though entertaining, could be 
sacrificed. The space so gained might be 
given up to a more complete explana- 
tion of the provisions of the seventh 
schedule to the Act of 1948, relating to 
exempt private companies. 

In the discussion on the transfer of 
shares and the restrictive power re- 
quired by Section 28 of the 1948 Act to 
be given in the Articles of Association of 
a private company, the reader might 
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usefully have been warned of the danger 
of a too complicated wording of the 
Articles. Occasions may arise when the 
holder of shares wishes to pledge his 
title as security for the repayment of a 
loan from, say, his bank. Unless the 
transfer of shares is required to be by 
deed, it is usual for the parties to the 
loan to complete a blank transfer to be 
completed if the occasion arises. A 
complicated provision in the Articles of 
a private company might well render 
valueless the security offered. This 
result would follow if the Articles re- 
quired all sales of shares in the company 
to be to specified persons—a practice 
specifically mentioned by the author. 
Nonetheless, this little book in its 
present form is likely to be of consider- 
able help to the student, especially if he 
studies it in conjunction with careful 
examination of the relevant provisions 
of the 1948 Act itself. S.A. 


Accounts from Incomplete Records. 
By John G. Simpkins. Third Edition. 
Pp. 78. (Gee & Co. (Publishers) Ltd.: 
15s. net.) 


THE THIRD EDITION of this book, first 
published in 1946, brings it up to date. 
A book of this nature makes a wide 
appeal because very few publications 
dealing with bookkeeping and account- 
ancy matters refer to the preparation of 
accounts from incomplete records. 

The author takes it for granted that 
the reader has an understanding of 
double-entry bookkeeping principles, 
and shows the practical application of 
these to the process of constructing 
accounts from records that are incom- 
plete or even non-existent. The reader 
is led by the concise text through the 
logical process from the reconciliation 
of cash and bank accounts to the final 
accounts. Closing chapters cover re- 
ports, certificates, and recommendations 
for future records. This is an excellent 
book to hand to junior staff and articled 
clerks, and gives adequate guidance on 
the type of working papers to be used. 
Wherever possible the illustrations are 
inter-related. 

There are many minor points on which 
those with practices calling for a con- 
siderable volume of work on incomplete 
records would perhaps offer different 
advice, or suggest different methods, but 
in the main this very useful book is one 
to which senior colleagues, unfamiliar 
with work on incomplete records, would 
wish to refer. 

Mr. Simpkins might consider for any 
future edition the suggestions that an 
adjustment for the value of business 
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stock taken by the proprietor and his 
family is likely to be more accurate if 
based upon a current test record; that 
an adjustment on the face of the ac- 
counts for the value of the private living 
expenses of hoteliers and the like need 
not give rise to complications if based 
upon the figure normally acceptable to 
the General Commissioners of the area; 
and, finally, that if his illustration of the 
balance sheet and of the trading and 
profit and loss accounts followed the 
current practice by use of comparative 
figures rounded off to the nearest £, 
instead of the full amounts, a cumber- 
some appearance would be avoided. 
G.L.R. 


Consequential Loss Insurances and 
Claims. By Denis Riley, F.c.1.1. Pp. x 
+351 +12. (Sweet & Maxwell Ltd.: 50s. 
net.) 


THE AUTHOR OF this very readable book 
has for many years been the Conse- 
quential Loss Superintendent in York- 
shire and North-East England of the 
Commercial Union Assurance Company 
Limited. He has, therefore, had excellent 
experience of the many problems arising 
in the adjustment of claims. 

Probably the greatest factor causing 
loss to the trader is that of under-insur- 
ance against loss of profit, and through- 
out his book Mr. Riley gives many 
warnings and examples of how under- 
insurance can be avoided. 

Every accountant in practice should 
be equipped with sufficient knowledge of 
consequential loss insurance to be able 
to advise his clients on the adequacy of 
the cover given by their profits policies. 
This book gives detailed consideration 
to the various items of business ex- 
penditure that ought to be covered and 
provides the accountant and insurance 
official alike with a comprehensive view 
of the application of loss of profit in- 
surance to practically every form of 
business. 

It is of course primarily an insurance 
man’s outlook on the subject. An ac- 
countant might be expected to place 
greater emphasis on the practical illus- 
trations. For instance, usually the most 
thorny problem facing the accountant— 
that of calculation of upward and down- 
ward trend in turnover—is dealt with in 
Mr. Riley’s illustrations of claims by 
assuming that the answer has been 
agreed between the parties. When look- 
ing at illustrations 11, 12 and 14 it is 
necessary to read back to paragraphs 
49 to 53 to understand why no adjust- 
ment in the rate of insured gross profit 
is called for when the trend of turnover 


Ce ae ee “a ‘g a. My i 'z : ame . = weet s pe ws > £40 z 7 7 Se Re 
2 es ‘ s a 7 ‘ foe bee De 
his. 
Be 
Ls, 
Bi 
an 
a 
a 
ey 
ie 
bea 
Be 
ay 
a 
> 7 
Be fh 
; 3 
Va. 
he 
{a 
tA 
pk 
2 
sf 
aaa 
we 
eR aay 
a hy, 
WR 
cod 
aie 
Ss 
: poe 
=i 
4 & My 
Gag 
SS 
i 
q ’ r 
. ‘ 
Ns 
Oc, 
ed 
a 
ee 
Scar 
: § 
bs 
a 
a 1; H 
Ty 
- 4 / 
be 
| ig ag 
| ahi ae 
-* < 
aaa i 
i. [ 
ak, 
Binh 
aa 
<M 
ie: 
se Stl 
ox: 
toe 
Se...” 
Na Sih 
25 oN 
ae 
ett, 
Oe 
er 
x 
ea 
ad 
| aes 
RS 
ane) 
we Ue et 
ot 
ae 
sy 4 
> : 
d 5 “0 
Paik 
pips 
5 oy “ae, ae Se 
aS a a a 7h =: a ieee se 1 Oe a ‘ia oe : ne * Caen Se EES 
a> 7 | ate id SS an a ae " ae 7, = = ae : 4 ca a P: ji x - = a Vara Me: any 
9 ac 4 ow a - Se sae wes : pe : " R ~ Ws ie SAMs FS ee, es A 
he oa ae re ie — 4 ae x ; + - > 7 a. ‘Si = Buk Aa pees ; “a3 § 
me ck || an + eae Se a as ne gt ae oa: cy tee aCe a al 6 


i44 


is caused by increase or decrease in the 
physical volume of goods sold, whilst an 
adjustment of rate of insured gross profit 
becomes necessary when the increase or 
decrease in turnover is due to a change 
in price. 

It is, therefore, advisable for the 
accountant to read the book before 
dealing with, or accepting as precedents, 
the claims illustrations set out at the end 
of the book. 

It may be well to mention that owing 
to its place of precedence the first 
illustration could be misleading to the 
newcomer to the subject. It is really not 
an illustration of a claim as such, but 
rather an illustration of the effect that a 
fall in turnover would have in ratio to 
standing charges, variable charges and 
net profit. It is a very useful illustration, 
but its more appropriate place would 
seem to be at the end of Chapter I. It is 
in fact referred to in the narrative of 
Chapter I, and it can be considered out of 
place only in that it is incorrectly called 
a “claims” illustration. 

These slight criticisms should in no way 
be allowed to disparage the value of this 
very excellent book, which covers most 
comprehensively and clearly the practi- 
cal side of loss of profits insurance. 

It does not extend to deal with the 
history of the policy wording and the law 
on the subject, as does that of Mr. E. L. 
Butler, F.c.1.1., entitled Profits Insurance 
(Buckley Press Ltd., 7s. post free), but on 
the practical side what Butler’s little 
book only mentions in passing, Riley’s 
book deals with in detail. 

With Butler, Riley should be on the 
shelf of every practising accountant. At 
some time or other he may be called on 
to prepare a claim on behalf of his client 
and in such an event he will find both 
books of the very greatest assistance. In 
combination they provide the means of 
a complete knowledge of this compli- 
cated subject. D.M. 


Drying and Storing Grain on the Farm. 
The Economic Aspects. Report No. 44. 
Pp. 46. (Farm Economics Branch, School 
of Agriculture, Cambridge: 4s. post 
free.) 

TO DRY OR not to dry, is that the ques- 
tion? If so, this well illustrated report 
from the University School of Agri- 
culture will certainly help farmers to 
answer it. The problem has become 
acute following the closing down of the 
largest contracting concern, making it 
probable that these contractors will not 
in future be available, and raising the 
question of what will happen if we have 
another wet harvest like that of 1956. 
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Also, the use of combine harvesters is 
growing a good deal faster than the 
storage space available to meet the in- 
creased initial flow of corn. For the 
farmer who is intending to meet these 
problems of drying and storage—and 
for his adviser—this report is invaluable 

It has become a tendency in recent 
times to spend large sums on expensive 
agricultural machines without reckoning 
whether they are economic for the size 
of the farm. Fixed costs for interest and 
depreciation are all too often ignored, 
but this report shows with commendable 
clarity that these two items are the most 
important constituents of costs. 

We shall be asked “does it pay?’’. 
The answer is not easy, as there are so 
many factors to be considered—such as 
the size of the farm and capital available, 
new construction or adaptation of exist- 
ing buildings, condition of the corn and 
through-put required. All these factors 
are lucidly dealt with in the forty-six 
pages of this report. Different methods 
of drying and storing are compared side 
by side and carefully illustrated by 
diagrams easily understood. 

Much thought and investigation has 
gone into this small booklet and at 4s. it 
is surely a “good buy,” not only for the 
agriculturalist but also for his pro- 
fessional adviser. W.HLS. 


Consolidated and Other Group Accounts. 
By Sir Thomas B. Robson, M.B.E., M.A., 
F.c.A. Third Edition. Pp. 154. (Gee & Co. 
(Publishers) Ltd.: 25s. net.) 


WITH THE COMPLEXITIES Of modern busi- 
ness the use of consolidated and other 
forms of group accounts is ever in- 
creasing and a sound knowledge of the 
basic principles involved is essential to 
accountants, whether in the profession 
or in industry. 

This book deals in an authoritative 
and concise manner with the purposes of 
group accounts and describes in some 
detail the principles and processes of 
consolidation, coupled with a full work- 
ing example of a set of consolidated 
accounts which well repays careful study. 

The book was first published in 1946, 
the second edition followed in 1950, 
introducing the requirements of the 
Companies Act, 1948, and the third 
edition now issued incorporates changes 
to keep the book up to date in the light 
of current practice. 

It is a tribute to the author that the 
principles of consolidation are so fully 
dealt with in just 100 pages, and, al- 
though the book does not claim to be an 
exhaustive treatise on the subject, it does 
nevertheless lead the reader through the 


principles and practice of consolidation 
in a competent manner and in easily read- 
able form. The text being assimilated, a 
fitting conclusion to one’s study is to 
work through in detail the example of 
consolidation procedure contained in 
the appendix, consisting of some 
thirty-eight pages. Here are given, for a 
holding company and its four sub- 
sidiaries, the consolidated balance sheet 
and profit and loss account, together 
with detailed consolidation working 
papers, notes for consolidation and the 
accounts of the individual companies, all 
designed to illustrate the procedure out- 
lined in the text of the book. 

Having considered in the earlier 
chapters the purpose, limitations, func- 
tions and scope of group accounts, the 
author proceeds to the mechanics of con- 
solidation and touches upon the special 
features relating to foreign subsidiaries. 
Ensuing chapters deal with assets, good- 
will, capital, reserves, liabilities and pro- 
visions and the position of outside share- 
holders in subsidiaries. The text is com- 
pleted with a discussion of the consoli- 
dation of profit and loss accounts and 
the form of group accounts. 

All through the book a nice blend is 
maintained of the law as laid down in 
the Companies Act, 1948, and the prac- 
tical application of the principles to cir- 
cumstances arising in the process of con- 
solidation; the author also compares, 
where appropriate, the accepted “‘best 
practice” in Great Britain with that 
currently obtaining in America. 

As may be expected with a subject of 
such importance, consolidated accounts 
in some form figure prominently in the 
examinations of the professional ac- 
countancy bodies, and final candidates 
would do well to include this book in 
their preparation and to study carefully 
the working example in the appendix. 

Such a concise and authoritative book 
should also find its place in the libraries 
of professional and industrial account- 
ants who are concerned with this im- 
portant branch of company accounting. 

G.A.J.M. 
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60 Jahre Berufsorganisation der Vereidigten 
Buchprifer (Bucherrevisoren) 1896-1956. 
Pp. 83. (Verband Deutscher B’cherrevisoren, 
Stuttgart.) 


Overseas Advertising. A Digest of News on 
Export Advertising. Vol. 1. No. 2. Pp. 31. 
(Publishing & Distributing Co., Ltd., 177, 
Regent Street, London, W.1.) 
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Legal Notes 


Contract and Tort— 


Liability of Occupier for Spread of Fire 
B.-K. instructed builders to thaw out 
the water system in his house. The 
servants of the builders attempted to do 
this with a blow-lamp and carried out 
their work so negligently that they 


started a serious fire, which spread to. 


the house next door. In Balfour ». 
Barty-King [1957] 2 W.L.R. 84, the 
occupier of the house next door sued 
B.-K. for damages. 

From very early times the law has 
recognised that there is a special duty to 
guard against an escape of fire. It is 
clear that a person in whose house a fire 
is started by the negligence of himself or 
his servants or his guests is liable if that 
fire spreads to neighbouring premises, but 
he is not liable if the fire is caused by a 
stranger. There is also authority for 
saying that he would be liable if he in- 
structed an independent contractor to 
start a fire, for example, a bonfire of 
hedge clippings, and the fire then 
spread through the negligence of the con- 
tractor. There was however no direct 
authority on the question whether the 
occupier would be liable if, as in this 
case, the contractor was not instructed 
to start a fire but caused one through his 
negligence. The Court of Appeal held 
that the independent contractor could 
not be held to be a stranger and that the 
occupier was liable. 

It is believed that many types of house 
insurance policy do not cover the insured 
against liability for the spread of fire to 
other premises, and it is suggested that 
readers should check their own policies. 


Executorship Law and Trusts— 
Political Education 


In Re the Trusts of the Arthur McDougall 
Fund [1957] 1 W.L.R. 81, M. had been a 
keen and generous member of the 
Proportional Representation Society, 
and he left a substantial sum of money to 
it under his will. The Committee of the 
Society decided to carry out M.’s wishes 
by vesting the money in trustees upon 
trust to apply the income “for such 
charitable purposes as in the absolute 
discretion and opinion of the trustees 
(i) shall best advance and encourage 
education or other charitable purposes 
beneficial to the community in connec- 
tion with the art or science of govern- 
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ment or other branches of political and 
economic science (ii) shall most tend to 
encourage the study of methods of 
government or civil, commercial or 
social organisations.” There was a 
further clause, which without limiting 
the generality of the first clause gave in 
more detail certain objects on which the 
trustees might spend money, and there 
was a further provision that the trustees 
must be members of the Society. 

The question arose whether this was 
a valid charitable trust. Now it is clear 
law that a trust to encourage the study 
of methods of government for the general 
benefit of the public may be charitable, 
but a trust to further the objects of a 
political party is not; and the Society 
itself was not charitable, for its main 
object was to alter the law by legislation. 
The validity of the trust deed was 
attacked on the ground that the real 
dominant purpose of the deed was not 
to create a charitable trust at all but to 
further the political objects of the 
Society. But Upjohn, J., held that the 
trust was charitable. If the operative 
clauses were construed alone, a valid 
charitable trust was created, and this was 
not affected by the fact that the trustees 
had to be members of the Seciety. No 
one suggested that the trustees had com- 
mitted any breach of trust by wrongly 
using the moneys in furthering the ob- 
jects of the Society, and if they should 
ever attempt to do so, they would be 
subject to the control of the Attorney- 
General. 


Miscellaneous— 
Tax Element in Salvage Award 


In recent months we have noted several 
cases in which the courts have applied 
the principle laid down in British 
Transport Commission v. Gourley [1956] 
A.C. 185, that in the assessment of 
damages for loss of earning capacity or 
for wrongful dismissal account must be 
taken of any tax that would have been 
payable on the earnings themselves but 
will not be payable on the damages. The 
converse of this principle has now been 
applied in a salvage case, The Tele- 
machus [1957] 2 W.L.R. 200. As 
Willmer, J., said, the task of the judge 
was to arrive at such an award as would 
fairly compensate the master and crew 
of the salving vessel without injustice to 
the salved interests, and such an award 
as would, in the interests of public 
policy, encourage other mariners in like 
circumstances to perform like services. 
In the case before him the recipients of 
the award would be liable to tax on the 
amounts which they received. The 
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learned Judge therefore took this tax 
element into consideration and made the 
award larger than he would otherwise 
have done. 


Miscellaneous— 
Differential Rent Schemes 
By Section 83 (1) of the Housing Act, 
1936, “the general managemeni... of 
houses provided by a local authority 
under this part of this Act shall be vested 
in and exercised by the authority, and 
the authority may make such reasonable 
charges for the tenancy or occupation of 
the houses as they may determine,” and 
by Section 85 (5), as amended, “the 
authority may grant to any tenant such 
rebates from rent . . . as they think fit.” 
In Belcher v. Reading Corporation 
[1950] Ch. 380, tenants of council 
houses claimed that certain increases of 
rent were ultra vires and void. The Court 
held that there was nothing to show that 
the increases were unreasonable: the 
authority had to consider the welfare of 
the tenants on the one hand and the 
interests of the ratepayers as a whole on 
the other and to strike a balance. 
Since 1950 a large number of authori- 
ties have introduced differential schemes 
embodying the general principle that an 
“ordinary rent’ should be fixed for 
each house and rebates given to tenants 
who could not afford to pay that rent. 
The method of arriving at this “‘ordi- 
nary rent”’ varies greatly in the different 
schemes, but perhaps the most common 
principle is for the authority to calculate 
the total historic cost of all the houses in 
their ownership and then to apportion 
this total to each individual house 
according to its amenities. It will at 
once be seen that if the “ordinary rent” 
is fixed in this way, the cost of the rebates 
must be met either from subsidies or 
from the general rate fund. The Hamp- 
stead Borough Council introduced a 
scheme under which the historic cost of 
each house was ignored and the rents 
fixed by calculating what charges would 
be reasonable by the test of the open 
market for groups of estates and then 
pooling the exchequer subsidies. This 
scheme was challenged in Summerfield 
v. Hampstead Borough Council [1956] 1 
W.L.R. 167. The Court held in favour 
of the council that the rents charged were 
reasonable by the test of the open mar- 
ket, and that there was no reason in law 
why this test should not be adopted. The 
council was not bound to take into 
account either the historic cost of its 
own houses or the rents charged by 
neighbouring local authorities. 
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The Student’s Columns 
I—VARIANCES 


AS WE HAVE seen (“Standard Costs,” ACCOUNTANCY, 
February, 1956, pages 84-5), a standard cost, because it 
tells us what the cost should have been and helps to show 
whether the results were satisfactory or otherwise, is in 
many ways superior to an historic cost. In investigating 
how satisfactory the results actually were, we must com- 
pare the differences between the actual expenditure and 
the pre-determined standards. These differences are 
termed “‘variances.”’ The cost accountant must ascertain 
the variances and present them so that sources of efficient 
and inefficient activity may be speedily traced and the 
responsibility pinpointed. Variances indicate to manage- 
ment in which directions to take action to regulate or 
control costs. If the action is effective it will result in 
actual costs approaching the standard costs—the size of 
the variance is the index of attainment. But the monetary 
value of the variance alone is insufficient for control 
purposes: it must be supplemented with further informa- 
tion if the managers are to know where they stand now 
and where they can move to. 

Fuller meaning can be given to a variance by analysing 
its components. Some of the components may cancel out 
against others, so that the total variance would clearly 
not give enough guidance. Only by looking at the com- 
ponents individually can one answer the question: 
‘Exactly why did the actual performance differ from the 
standard?” 

Broadly, variances fall into one of two classes: 

(a) Those resulting from changes in conditions other 
than changes in the volume of the product. Such changes 
include those in the efficiency of labour or the physical 
usage of material, factors that are “controllable” within 
the organisation. Also included in class (a) are such 
changes as those in wage rates or in the purchase price of 
materials, factors that are “uncontrollable.” 

(b) Those resulting from changes in the volume of the 
product. When these changes occur, a portion of the 
fixed and variable overheads is either over-absorbed or 
under-absorbed. 

Let us deal firstly with variances on the side of direct 
labour. Any excess (or deficiency) of the actual hours 
worked compared with the standard hours (the hours 
that should have been worked according to the pre- 
determined estimates) represents the labour-efficiency 
variance expressed in hours. That variance multiplied by 
the standard wage rate gives the monetary expression of 
the “‘labour-efficiency variance.” There may also be a 
“‘wage rate variance” and it will occur if the actual wage 
rate paid differs from the standard wage rate. This 
difference multiplied by the actual number of hours during 


which it held gives the monetary expression of the wage 
rate variance. Put very simply, any cost is the result of the 
interaction of price and quantity so that any variance 
must be analysed through changes in price and changes in 
quantity (or usage). For labour, the two components of 
the variance are: 

(i) The price variance, resulting from differences be- 
tween the actual wage rates and the standard rates; 

(ii) the efficiency variance resulting from differences 
between the actual efficiency and standard efficiency (in 
terms of working time) calculated at standard rates of 


pay. 


Illustration 


The standard hours allowed are 1,000 and the standard 
rate is 4s. per hour. It is found that actual hours taken are 
1,050 and that the actual wage rate is 4s. 6d. per hour. 
An excess of 50 hours has been incurred, and evaluated 
at the standard wage rate, amounts to 200s. But the 
variance in labour is also due to price (the wage rate). 
The excess in the rate is 6d. per hour and as 1,050 hours 
were worked, 1,050 6d. has been contributed to the 
labour variance by the change in the wage rate. 


Shillings 
Thus we get Actual cost 1,050 x 4s. 6d. 4,725 
Standard cost 1,000 x 4s. 4,000 
Labour variance 725 
shillings 
Analysis — 
Efficiency 50 hours x 4s. 200 
Wage rate 1,050 x 6d. 525 
> 725 


Thus the increase in labour cost of 725s. is due to 
inefficiency of 50 hours, and an increase in the rate of pay 
of 6d. per hour for all the hours worked. 


It should be observed that the efficiency variance 
may arise through a divergence in the number of hours 
worked by a constant labour force in comparison with 
the standard, or through a variation in the number of 
workers employed, some workers having been either 
engaged or discharged. 

Secondly, consider the materials variance. Again, the 
variance is attributable either to quantity or to price. 
The excess (or deficiency) of the actual quantity of 
materials used over the standard quantity represents the 
usage variance expressed in terms of units of material. If 
the excess usage is multiplied by the standard price of the 
material, the result is the monetary expression of the 
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Today -an increasing number of responsible 
people are turning to the professional man for advice 
on questions, in relation to their personal affairs, 
which call for up-to-date knowledge of specialised 
subjects. 


CLIENTS INTERESTS 


The United Kingdom Provident is in a par- 
ticularly strong position to provide you with inform- 
ation on all topics relating to Life Assurance. We 
have been in business for 115 years and our latest 
figures are the highest ever. Current bonus rates are 
45/- and 46/- per cent per annum and they are 
compound. 


We have booklets which will prove helpful 
and, may be, profitable. Send for them today. 


PROVIDENT INSTITUTION 


33-36, Gracechurch Street, London, E.C.3 w-9 
Mansion House 6543 
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TAXATION 
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First published on October Ist, 1927, Taxation has served the taxpayer and his advisers 
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YOUR PROBLEM WILL BE SOLVED IN FIGURES 
Read TAXATION 
Edited by RONALD STAPLES 


PRICE 1/3 WEEKLY 
Subscription: £3 12s year, £1 17s 6d half-year 


TAXATION PUBLISHING COMPANY LIMITED, 98 PARK STREET, LONDON, W1 
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Awley 
Finance 


Company Limited 
(Subsidiary of Vactric Limited) 


Invites 
deposits 
on loan 
account 


IT has Capital and Reserves of 
over £700,000. Limits 
borrowings to a sum not 
exceeding its own capital 
and available reserves. 

Has assets of over 
£1,400,000. Has no prior 
charges on its assets. 


Investors are thus assured 
of complete security with no 
depreciation, costs or brokerage. 
Interest at 6}°% p.a., 
less Income Tax, is paid 

quarterly, and deposits are 

always available for 
easy withdrawal. 


% Write for Balance Sheet and full details to: 


Secretary, 
Awley Finance Co. Limited 
(Subsidiary of Vactric Limited) 
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“‘usage variance.”’ If the total material used is multiplied 
by the excess (or deficiency) of the actual price per unit in 
comparison with the standard price, we arrive at the 
‘materials price variance.” 


Illustration 
Budgeted output per week .. 100 
Each unit of product requires 5 
pieces of material at 2s. each, 
or 10s. worth at the standard 


price ie wis me 
Actual production per week .. 120 
630 pieces were used at 2s. 4d. 

each shillings 
Standard material cost 100 x 10s. 1,000 
Actual material cost 630 x 2s. 4d. 1,470 

Total variance .. 470 
Shillings 

Price variance 630 pieces at4d.each.. 210 


Usage variance 130 pieces at 2s. each 260 
— 470 
It will be noted that 130 pieces have been used in excess 
of the budgeted amount. This variance is the result of 
two factors: 
shillings 
(i) Variance due to increased production 
100 pieces at 2s. (20 articles require 5 
pieces each) xe “a hn —— 
(ii) Variance due to increased usage of materials 
per unit of product 
30 pieces at 2s. each re: sa ne 60 


260 


Thus it will be seen that material quantity variance may 
be due to increased (or decreased) usage resulting either 
from the actual production being more (or less) than the 
standard production or from more (or less) material 
than was fixed in the standard being on the average 
used for each unit of the output. There are, it will be 
appreciated, many possible reasons for changes in the 
prices of materials, producing a price variance. 

Finally, take the “‘overheads variance.”” We have now 
toconcern ourselves more immediately with changes in the 
volume of the output (see (b) above). Here we are, in effect, 
looking at the remaining variance in the costs of the 
business. Fixed and variable overheads must first be 
distinguished. In determining what are fixed costs we 
must have regard to the time factor: depreciation, for 
example, is often an annual charge, while salaries are 
generally payable monthly. 

The overheads variance consists of three parts—the 
“volume variance,” the “efficiency variance,” and the 
“expense variance.” “‘Volume variance” will occur if 
there are any variations in the output compared with that 
budgeted. (Note that variable costs cannot produce any 
volume variance.) For example, holidays may fall within 
a certain period of, say four weeks, so that it becomes 
impossible to absorb the fixed expenses of that period into 


the production of the period. There will then result a 
“calendar variance,” which is a component of the volume 
variance. Again, owing to a slump or a failure in sales 
policy, the full fixed expenses may not be fully absorbed 
by output, creating, as part of the volume variance, an 
“idle facilities variance’’. Or production may be decreased 
because of breakdowns or “‘bottle-necks,” again pro- 
ducing as part of the volume variance, an idle facilities 
variance, evaluated by multiplying the idle time by 
the fixed expense rate in the standard. In that situation, 
there will be under-absorption of the fixed expenses. 

Conversely, overtime may be worked, and thus more 
time “liberated,” resulting in an over-absorption of 
fixed expense—there is then, as part of the volume 
variance, an “efficiency variance,” showing a profit. 
Similarly, there may be a “‘liberation”’ of more time if the 
workers work faster than in the standard, resulting in a 
favourable efficiency variance (or the movement could 
be the other way). 

If the actual prices of the particular fixed and variable 
costs vary from the standard prices, the variations must 
be segregated from the volume variation: thus we derive 
the “expense variance.” 


Illustration 


The budgeted hours per annum for a factory is 30,000 
and fixed and variable expenses are estimated at £21,000 
and £39,000 respectively. We have to calculate and 
analyse the overheads variance for a particular month in 
which there are holidays of 100 hours and hours actually 
worked are 2,100. Standard production per month is 
100 units, each unit taking a standard time of 20 hours. 
Actual expenditure for the month is £4,620. 

(a) Standard overhead rate based 


on 30,000 hours: 
£ Hourly £ 
Fixed expenses 21,000 rate 
Variable ex- 
penses 39,000 do. 1.3 
Total 60,000 do. 2.0 
£ 
(6) Actual expenditure for month 4,620 
Standard expenditure 
100 20x£2 .. A e 4,000 
Total variance 620 
Analysis hours 
1. Calendar: 
1 month (1/12 of 30,000) —"- 
Time available for working .. 2,400 
Variance... 100 at£.7= 70 
2. Idle facilities: 
Time available for working .. 2,400 
Time actually worked  ——e 
Variance .. 300 at £.7= 210 
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3. Efficiency: £ £ 
Actual hours worked .. ..) 2 
Standard hours required for 
months production i 2 
Variance... 100 at£2= 200 
4. Expense: £ 
Fixed 1/12 of £21,000.. y 1,750 
Variable 2! £39000 2,730 


Standard cost of working 2,100 
hours .. ae we - 
Actual expenditure’ = ei 4,620 


Variance... 140 


£ 
5. Total cost of overheads variance: 
Calendar 70 
Idle facilities .. es $0 210 
Efficiency i 5a re 200 
Expense ue on a 140 
£620 


It will be seen that the calendar and idle facilities variances 
are valued on the basis of fixed expenses only since it is, 
indeed, only these overheads that are being unabsorbed 
by reason of the short-fall in production caused by holi- 
days and idle time. The cost of inefficiency, however, is 
made up of the cost of all overheads, fixed and variable, 
and is valued accordingly. 


II—THE HERD BASIS 


UNDER THE PROVISIONS of Sections 473 and 524 and Sche- 
dule 20, Income Tax Act, 1952, a farmer or trader may 
choose for income tax and profits tax purposes that his 
cows, sheep, pigs, poultry and other animals, kept 
primarily for breeding purposes, should be treated as 
trading stock or as production herds under the “herd 
basis”. Normally, when the accounts of a farmer are 
prepared, the livestock held by him at the end of each 
financial year is valued and the total value is credited to 
his trading account in computing his profits for that year. 
If the farmer owns a herd of animals (called ‘‘a produc- 
tion herd”’) of the same species (but not necessarily of the 
same breed) kept wholly or mainly for the sale of their 
produce (e.g. milk from a dairy herd, wool and meat from 
a flock of ewes), he may adopt the herd basis. With 
certain exceptions, a production herd can include only 
mature animals, i.e. those animals that have given birth 
to their first young or in the case of poultry those that 
have commenced to lay. 

A farmer whose profits were assessed to income tax 
under Schedule D for 1947/48 and who kept a production 
herd at any time during the year ended April 5, 1947, 
was able to elect, by April 5, 1948, to adopt the herd 
basis in respect of the herd. If he did not so elect, he lost 
the right to do so for all future years. In any other case, 
the election must be made within twelve months of the 
end of the first year of assessment for which the farmer’s 
liability to tax is computed on the basis of the profits of a 
period during which he keeps a production herd. Failure 
to make a claim within the twelve-months jeriod forfeits 
the right to adopt the herd basis in future years. 

After an election to adopt the herd basis has been made, 
in computations of profits in future years valuations of 
production animals are not taken into account. Profits 


and losses arising on the sale of a substantial part (20 
per cent. or more) of a herd are ignored for tax purposes. 

In the year in which the farmer elects to adopt the herd 
basis, where the animals comprising the herd have 
previously been treated as trading stock, the initial cost 
thereof must be credited to the trading account and 
debited to a fixed asset account. A similar entry is made in 
any year for the cost of breeding or buying and rearing to 
maturity an animal added to the existing herd. 

If an animal is sold out of the herd, but not replaced, 
the profit or loss on sale must be included in computing 
profits for tax purposes. If an animal in the herd requires 
to be replaced, the cost of the new animal must be de- 
ducted and the sale proceeds of the old animal included 
in computing the taxable profit. If, however, the replace- 
ment is home-bred, the cost of bringing it to maturity will 
have been debited in the trading account already, in the 
form of feeding stuffs, labour, etc., and no further charge 
is necessary. 


Illustration 


At the beginning of the accounting year, the production 
herd comprised: 


£ 
51 home-bred cows valued at £100 each .. 5,100 
5 bought-in cows at cost a “or 
1 bought-in bull at cost .. oe ro 1,050 
£9,150 


During the year, 10 home-bred and the 5 bought-in cows 
were sold for £3,200. 24 heifers calved for the first time 
and became part of the herd at a valuation of £100 each. 
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Nothing can be charged in arriving at the taxable profit 
in respect of the 15 home-bred animals which replaced 
those sold. The credit to trading account is, therefore: 


£ 
Sale proceeds of 15 animals 3,200 
Transfer to Herd Account, 9 animals at 
£100 each .. 900 
£4,100 


The debit on herd account becomes £(9,150+900)= 
£10,050. 

Where the entire herd is sold and not replaced within 
five years, the profit or loss arising is not taxable. But 
should the farmer sell his existing herd and replace it 
with a larger herd within that period, in computing his 
taxable profits the sale proceeds must be included and the 
cost of the number of new animals equal to the number 
sold must be deducted. If the new herd is smaller, the 
profit or loss made on those sold and not replaced must 
be included in the accounts. If a substantial part of the 
old herd is not replaced within five years, however, the 
profit and loss on those sold and not replaced is ignored. 
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Illustration 

Assume a farmer sells his breeding flock of 100 ewes at 
£60 each and that they originally cost him £40 a head. 
Two months later he purchases a new herd of 90 ewes of 
the same quality at £62 each. The sum to be included in 
trading profits is: 


£ 
Sale price of 90 ewes of the old flock, 
90 x £60 oh We ak .. 5,400 
Less: Cost of new flock of 90 ewes, 

90 x £62 5,580 
Net Loss on sale of 90 ewes - 180 
Sale price of 10 ewes not replaced, 10 x £60 600 

Total Profit 


£420 


Any compensation moneys received for animals 
slaughtered because of disease by order of a government 
Department or local authority are to be included in 
profits. But if the animals destroyed are replaced by 
animals of poorer quality, the sum included cannot 
exceed the cost of the replacement. 


Notices 


A Retail Management Conference is to be 
held at Eastbourne from March 5 to 7 by 
the British Institute of Management and the 
Institute of Industrial Administration. The 
general theme will be Planning for Progress 
in Retailing. Design, merchandising, re- 
search, wage structure and training will be 
discussed. The chairman will be Mr. F. J. 
Stratton, C.B.E. 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible reading and prayer 
at 12.30 p.m. on March 4 in the vestry at 
St. Mary Woonoth Church, King William 
Street, London, E.C.3. The scripture will be 
Matthew, chapter 13, verses 45 and 46— 
the parable of the pear! of great price. At a 
meeting on March 21 at 6 p.m., in the Oak 
Hall of the Institute of Chartered Account- 
ants, Moorgate Place, London, E.C.2, Mr. 
A. G. B. Owen, chairman and managing 
director of Rubery, Owen & Co. Ltd., will 
speak on “Christianity in Industry.” 


There has appeared the first issue of a 
monthly publication, Work Study and In- 
dustrial Engineering, the official journal of 
the Society of Industrial Engineers and the 
Work Study Society. It aims to show the 
place of work study and industrial engineer- 
ing in raising productivity. It will give news 


of new applications and the results of re- 
search into new methods, such as operations 
research and linear programming. The 
journal, published by Management Pub- 
lications Ltd., Management House, 8 Hill 
Street, London, W.1, costs 2s. 6d. per copy 
or 30s. a year. 


Mr. D. V. House, F.c.A., has been appointed 
by the President of the Board of Trade as a 
member of the National Film Finance 
Corporation. Mr. House is a past-President 
of the Institute of Chartered Accountants in 
England and Wales. 


Sir Edward Boyle, sBr., M.P., Economic 
Secretary to the Treasury, will speak on 
The Credit Squeeze at a meeting of the 
London Branch of the Chartered Institute 
of Secretaries, to be held at the Chartered 
Insurance Institute, 20 Aldermanbury, 
London, E.C.2, at 6.15 p.m. on March 27. 


An exhibition of electric typewriters was 
arranged last month by IBM United King- 
dom Ltd. It was shown that power opera- 
tion gives increased speed with less effort, 
ensures uniform impression irrespective of 
variations in touch, and produces better 
stencils or more carbon copies. In addition 
to the standard typewriter for normal office 
work, IBM offer three special models: the 
“executive,” which gives the appearance of 
a printed page and embodies a new spacing 
system, making it possible to achieve a 
straight right-hand margin; the “hekto- 


writer,’ for producing master copies for 
spirit duplicating processes, a special ribbon 
replacing the usual sheets of carbon paper; 
and the “formswriter,” specially designed 
for use with continuous stationery. 


Three regional management conferences are 
being arranged by the British Institute of 
Management. The Northern Management 
Conference will be held at Southport from 
March 22 to 24. The general theme will be 
Speeding Management Decisions. Mr. E. 
Fletcher, M.A., A.S.A.A., will speak on 
“Trade Union Reaction to Industrial 
Change.”” The Midlands conference, to be 
held at Droitwich from April 5 to 7, will 
have as its theme Meeting Tomorrow’s 
Problems, and that of the Scottish confer- 
ence on May 3 to 5, at Gleneagles, will be 
Top Management Planning and Control. 


George Anson and Co. Ltd., the well-known 
manufacturers of labour-saving accounting 
systems, the “‘Visipost” filing system and 
the ““Copyfix’’ announce that a branch office 
has been opened in Dumfries Chambers, 
St. Mary Street, Cardiff. 


We regret that in the announcement of 
the Institute of Cost and Works Account- 
ants on page xxix of our February issue, the 
Fellowship in Management Accountancy 
was wrongly described as a Fellowship in 
Management Consultancy. The notice 
appears this month on page xxiv. 
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THE SOCIETY OF 
Incorporated Accountants 


Accountability 


THE INCORPORATED ACCOUNTANTS’ Lon- 
don and District Society held a luncheon 
on February 12. The chair was occupied 
by Mr. W. J. Crafter, F.s.A.A., Chairman 
of the District Society, and an address 
was given by Sir Richard Yeabsley, 
C.B.E., F.C.A., F.S.A.A., President of the 
Society of Incorporated Accountants. 

Sir Richard observed that as account- 
ants they were trained to assemble facts, 
to present them fairly and to exercise 
judgment; but their standards must be 
sensible. Little had been heard so far in 
this country of efficiency audits. They 
needed a knowledge of organisation, 
administration, finance, economics and 
industrial psychology, which could be 
acquired only by wide experience based 
on intensive study. 

While it might be ultimately true that 
cost would determine price, it should not 
be assumed that the object of a costing 
system was to determine selling prices. 
Its main advantage was in the control of 
the use of resources. Standards could 
provide the necessary yardstick with 
which actual consumption or perform- 
ance could be compared: thus the busi- 
ness could measure its own weaknesses 
and take action at the right time. 

The accountant had a part to play in 
the measurement of productivity from 
adequate data obtained under reason- 
able conditions, and in ensuring that the 
results were fairly stated and their 
limitations appreciated. 

Accountants were themselves ac- 
countable: they must recognise their 
legal and moral obligations, and note 
their possible liability to third parties 
who relied upon their work. On matters 
of fundamental importance a degree of 
insistence was justified, but it should be 
savoured with an appreciation of the 
wider issues involved, of human nature, 
and of their own responsibility, courage 
and humility. They should be helpful 
friends, not wiseacres. 

Their knowledge and skill could be 
used as a counterpart to the technical 
knowledge of their associates. They 
could provide some of the essential 
tools of management. But let it not be 
thought that a business could be run by 
the managing director or chief executive 


by the use of accounting statements 
only. 

Sir Richard’s own experience showed 
him what great opportunities there were 
for the acquisition of knowledge and for 
its practical application in the field of 
accounting. That great Liberal, Viscount 
Samuel, had said, ““Knowledge to be- 
come wisdom needs judgment.” And in 
the exercise of judgment let them be 
thoughtful. In these days of speed they 
were inclined to rely on quick reactions, 
but they did well on occasions to think 
back to the fundamental principles 
involved. 


Examinations—May, 1957 


THE SOCIETY’S EXAMINATIONS will be held on 
the following dates: 


Preliminary: May 7 and 8. 

Intermediate: May 9 and 10. 

Final: Part I May 7 and 8. 
Part II May 9 and 10. 


The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester, Newcastle upon 
Tyne and Southampton. 

Completed application forms, together 
with all the relevant supporting documents 
and the fee (Final, Part I, £4 4s.; Part II, 
£4 4s.; Parts I and II together, £7 7s.; 
Intermediate, £4 4s.; Preliminary, £3 3s.) 
must reach the Secretary at Incorporated 
Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, not later 
than Wednesday, March 20, 1957. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch or District Society. 


District Societies 
and Branches 


Manchester 


A STUDENTS’ RESIDENTIAL refresher course 
will be held at Hulme Hall, Victoria Park, 
Manchester, from April 5 to 8 inclusive. 
Students from any District Society may 
attend by arrangement with their own 
Honorary Secretary. Applications should be 
forwarded immediately. 
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MR. P. G. BARNETT, A.S.A.A. 


Mr. P. G. Barnett, A.S.A.A., who is now 
President of the Incorporated Accountants’ 
District Society of Sussex, was educated at 
the Collegiate School, Liverpool, and received 
his training in Liverpool in the offices of 
Messrs. J. W. Davidson, Cookson & Co., 
and Messrs. Blease & Sons. He qualified in 
1940, and in the same year took up his 
present appointment as accountant to P. 
Panto & Co. Ltd., Eastbourne. He now holds 
office as director and secretary of three asso- 
ciated companies. For a number of years he 
was a part-time lecturer in accountancy at 
the School of Commerce, Eastbourne. 

During World War II Mr. Barnett served 
in the signals section in the Royal Air Force. 

While living on Merseyside he took an 
active interest in mountaineering. He is a life 
member of the Wayfarers Club. His present 
hobbies are cars and gardening. 


Events of the Month 


March 1.—Birmingham: “Recent Important 
Developments in Taxation,” by Mr. H. A. 
R. J. Wilson, F.c.A., F.S.A.A. Law Library, 
Temple Street, at 6.15 p.m. 

Glasgow: “General Commercial Know- 
ledge,”’ by Mr. Bertram G. S. James, B.A. 
Students’ meeting. Scottish College of 
Commerce, Pitt Street, at 6.15 p.m. 
King’s Lynn: Dinner. Town Hall, at 6.30 
p.m. 

Leeds: Visit to a manufacturing concern 
to view a Remington Rand accounting 
machine installation and to make a tour of 
the works. Students’ meeting. 

Leicester: Quiz. Panel of Inspectors of 
Taxes and Accountants. Balmoral Room, 
Bell Hotel, Humberstone Gate, at 6 p.m. 
Manchester: “‘Profits Tax,” by Mr. C. C. 
Hunt. Students’ meeting. Incorporated 
Accountants’ Hall, 90 Deansgate, at 6 p.m. 
Newcastle upon Tyne: “Reading a Balance 
Sheet,”” by Mr. A. C. Simmonds, F.S.A.A. 
Library, 52 Grainger Street, at 6.15 p.m. 
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March 4.—Hul/: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 

London: “Standard Costing and Budgetary 
Control—Part I,”” by Mr. R. Warwick Dob- 
son, C.A., F.C.W.A. Students’ meeting. Incor- 
porated Accountants’ Hall, W.C.2, at 6 p.m. 


March 5.—Bournemouth: “Death Duties 
and Apportionments,”’ by Mr. R. Glynne 
Williams, F.C.A., F.T.1.1. St. Peter’s Small 
Hall, Hinton Road, at 6.30 p.m. 

Leeds: ““Economic Prospects,”” by Mr. H. 
G. Hodder, Manager, National Provincial 
Bank. Great Northern Hotel, at 6.15 p.m. 


March 6.—London: Taxation Group meet- 
ing. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


March 7.—London: Dinner dance. Park 
Lane Hotel. 

Swansea: “Special Audits,” by Mr. K. S. 
Carmichael, A.c.A. Students’ meeting. 
Y.M.C.A., The Kingsway, at 7 p.m. 
Wolverhampton: *“Taxation Computations,” 
by Mr. L. A. Hall, A.c.a., A.S.A.A. Star & 
Garter Hotel, at 6.15 p.m. 


March 8.—Birmingham: “Accountancy as a 
Tool of Management,” by Mr. R. J. Barnes, 
B.COM., A.C.1L.S. Law Library, Temple 
Street, at 6.15 p.m. 

Bradford: “Profits Tax,’ by Mr. J. S. 
Heaton, F.s.A.A. Victoria Hotel, at 6.15 p.m. 
Hull: ““Management Accounting,’ by Mr. 
Philip Bean, a.c.w.a. Students’ meeting. 
Church Institute, Albion Street, at 6.15 p.m. 
Leicester: **The Bank of England,”’ by Mr. 
H. G. Hodder, a.1.8. Students’ meeting. 
Bell Hotel, Humberstone Gate, at 6 p.m. 
Manchester: “Costing,”’ by Mr. S. C. 
Roberts, F.c.W.A., M.LLA. Students’ meeting. 
Incorporated Accountants’ Hall, 90 Deans- 
gate, at 6 p.m. 

Sheffield: “Economics,” by Mr. R. D. 
Taylor. Students’ meeting. Grand Hotel, at 
5.30 p.m. 

Waterford: “Auditing, with special refer- 
ence to Mechanised Accounts’ and 
““National and Business Finance,’’ by Mr. 
V. S. Hockley, B.coM., C.A., A.A.C.C.A. Stud- 
ents’ meetings. Offices of Messrs. W. A. 
Deevy & Co., Broad Street, at 4 p.m. and 
8 p.m. 


March 11.—Coventry: “Profits Tax,” by 
Mr. L. A. Hall, A.c.A., A.S.A.A. Rose and 
Crown Hotel, High Street, at 6.15 p.m. 
London: “Standard Costing and Budgetary 
Control—Part II,’ by Mr. R. Warwick 
Dobson, C.A., F.c.W.A. Students’ meeting. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Stony Stratford: “Liquidation Procedure,” 
by Mr. A. V. Hussey, F.s.A.A. Students’ 
meeting. Cock Hotel, at 6.15 p.m. 


March 13.—London: Management Group 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


Southend-on-Sea: “Practical Aspects of 


Saving Estate Duty,” by Mr. V. S. Hockley, 
B.COM., C.A. Students’ meeting. 33 Victoria 
Avenue, at 7.30 p.m. 

Swansea: ““What a Lending Banker looks 
for in his Customers’ Accounts,”” by Mr. 
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H. G. Hodder, A.1.8. Mackworth Hotel, at 


6.30 p.m. 


March 14.—Birmingham: Luncheon meet- 
ing. Imperial Hotel, at 1 p.m. 

Bristol: ““Bankruptcy—Distributable Prop- 
erty,” by Mr. R. D. Penfold, Barrister- 
at-Law. Students’ meeting. Royal Hotel, 
College Green, at 6.30 p.m. 

Dublin: “Executorship Problems,’ by Mr. 
R. I. Morrison, A.c.a. Students’ meeting. 
Swiss Chalet, 3 Merrion Row, at 6.15 p.m. 
Grimsby: “The Laws of Contract and 
Agency,”” by Mr. A. H. Hudson, B.a., 
LL.B. Offices of the Chamber of Commerce, 
77 Victoria Street, at 4.30 p.m. and 7 p.m. 
Lincoln: “Some Practical Aspects of 
Bankruptcy,” by Mr. W. Colley. The Great 
Northern Hotel, at 6.30 p.m. 

London: “The Object and Purpose of a 
Will,”’ by Mr. E. R. L. North. New students’ 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 

Oxford: Students’ meeting. George Res- 
taurant, at 6.30 p.m. 


March 15.—Birmingham: “Capital Allow- 
ances,”” by Mr. W. H. A. Sutton, H.M. 
Inspector of Tuxes. Law Library, Temple 
Street, at 6.15 p.m. 

Cambridge: ‘““Taxation—New Business and 
Cessation Provisions,” by Mr. V. S. 
Hockley, B.com., c.A. Shire Hall, at 7.15 
p.m. 

Cardiff: Dinner. Park Hotel, at 6.30 p.m. 
Manchester: “Schedule E, Expenses and 
Benefits in Kind,” by Mr. J. S. Heaton, 
F.S.A.A. Incorporated Accountants’ Hall, 
90 Deansgate, at 6 p.m. 

Waterford: “‘Marginal Costing and the 
Break-Even Chart,’’ by Mr. P. E. Harris, 
A.S.A.A. Students’ meeting. Offices of 
Messrs. W. A. Deevy & Co., Broad Street, 
at 4 p.m. 

Waterford: “‘Presentation of Accounts in 
the Light of Present English Legislation,” 
by Mr. P. E. Harris, A.s.a.a. Students’ 
meeting. Offices of Messrs. W. A. Deevy & 
Co., Broad Street, at 8 p.m. 


March 18.—Bradford: “Partnership Ac- 
counts,” by Mr. K. S. Carmichael, A.c.a. 
Victoria Hotel, at 6.15 p.m. 

London: “Financing and Re-Financing 
Companies, including Take-Over Bids,”’ by 
Mr. Harold Wincott. Incorporated Ac- 
countants’ Hall, W.C.2, at 6 p.m. 
Luton: Students’ annual dinner. 
Hotel, at 7.15 p.m. 


March 19.—Dublin: “The Mechanics of 
Consolidated Accounts,”” by Mr. P. E. 
Harris, A.S.A.A. Students’ meeting. Swiss 
Chalet, 2 Merrion Row, at 6.15 p.m. 
Nottingham: “Current Topics for Exam- 
inees,”” by Mr. R. Glynne Williams, F.c.A., 
F.T.L1. The Reform Club, Victoria Street, 
at 6.30 p.m. 

Sheffield: ““Group Accounts,” by Mr. K. S. 
Carmichael, A.c.A. Students’meeting.Grand 
Hotel, at 4 p.m. 

Stockton: “‘Taxation Schedule D—Partner- 
ship,” by Mr. H. A. R. J. Wilson, F.c.A., 
F.S.A.A. Spark’s Café, High Street, at 6.30 
p.m. 
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March 20.—Belfast: ‘“‘General Financial 
Knowledge,” by Mr. A. R. Ilersic, M.sc. 
(ECON.), B.cCOM. Students’ meeting. The 
Library, Howard Street, at 7 p.m. 
Newcastle upon Tyne: “Current Taxation 
Problems,” by Mr. H. A. R. J. Wilson, 
F.C.A., F.S.A.A. Library, 52 Grainger Street, 
at 6.15 p.m. 

Worcester: “Costing,” by Mr. V. S. 
Hockley, B.COM., C.A., A.A.C.C.A. Crown 
Hotel, Broad Street, at 6.30 p.m. 


March 21.—Bristol: “Verification of 
Assets,”’ and “Standard Costs and Bud- 
getary Control,” by Mr. V. S. Hockley, 
B.COM., C.A. Students’ meetings. Royal 
Hotel, College Green, at 5.30 p.m. and 
6.30 p.m. 

London: Luncheon Club meeting. Con- 
naught Rooms, at 12.45 p.m. 


March 22.—Birmingham: Joint meeting 
arranged by the Certified and Corporate 
Accountants’ Students’ Society. 

Bradford: Biennial dinner. Victoria Hotel, 
at 6.15 p.m. 

Manchester: “Costing,” by Mr. S. C. 
Roberts, F.C.W.A., M.I.A. Students’ meet- 
ing. Incorporated Accountants’ Hall, 90 
Deansgate, at 6 p.m. 


March 25.—Clacton: “‘Auditing,”’ by Mr. 
P. E. Harris, A.s.A.A. Davey’s Restaurant, 
Station Road, at 7 p.m. 

Coventry: “Partnership Accounts,”” by Mr. 
K. S. Carmichael, A.c.a. Rose and Crown 
Hotel, High Street, at 6.15 p.m. 

London: “Insurance,” by Mr. E. A. 
Croucher, F.c.1.1. Students’ meeting. In- 
corporated Accountants’ Hall, W.C.2, at 
6 p.m. 


March 26.—Liverpool: “Accounting by 
Electronics,” by Mr. R. N. Barnett, 
F.S.A.A. The Hall, Derby Square, at 5.30 
p.m. 

Luton: “‘The Elements and Mechanics of 
Taxation.”’ Students’ meeting. The Cham- 
ber of Commerce, at 6.15 p.m. 

Portsmouth: Questions and Answers. Panel 
of an accountant, inspector, bank manager 
and solicitor. Gas Undertaking’s Demon- 
stration Room, at 6.30 p.m. 


March 27.—Bradford: ‘“‘“Management Ac- 
counting,’”” by Mr. G. Tattersall-Walker, 
A.c.A. Victoria Hotel, at 6.15 p.m. 
Newcastle upon Tyne: “General Financial 
Knowledge,”” by Mr. A. R. Ilersic, M.sc. 
(ECON.), B.COM. Library, 52 Grainger Street, 
at 6.15 p.m. 

Sheffield: “‘Bankruptcy,”” by Mr. K. A. 
Miller, a.c.a. Grand Hotel, at 5.45 p.m. 


March 28.—Carlisle: “General Financial 
Knowledge,”’ by Mr. A. R. Ilersic, M.sc. 
(ECON.), B.cCOM. County Hotel, at 6.30 p.m. 
Dublin: “Partnership Assessments,”’ by 
Mr. G. L. M. Wheeler, F.c.A., A.C.LS. 
Students’ meeting. Swiss Chalet, 2 Merrion 
Row, at 6.15 p.m. 

Exeter: ““Taxation,”’ by Mr. J. S. Heaton, 
F.S.A.A. Rougemont Hotel, Queen Street, at 
6 p.m. 

Leicester: “‘Electronic Accounting,” by Mr. 
R. N. Barnett, F.S.A.A., T.D. Chamber of 
Commerce Board Room, at 6 p.m. 
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London: **An Introduction to Income Tax,” 
by Mr. J. D. Nightingirl, A.s.aA.a. New 
students’ meeting. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 

Oxford: ““Standard Costing—a Case Study,”’ 
by Mr. C. G. S. Jennings, F.c.w.a. Students’ 
meeting. George Restaurant, at 6.30 p.m. 
Sheffield: Students’ visit to the Transport 
Department to view a Powers-Samas 
accounting system in operation. 


March 29.—Birmingham: “Electronic Ac- 
counting,” by Lieut.-Col. R. N. Barnett, 
T.D., F.S.A.A., A.C.LS. Law Library, Temple 
Street, at 6.15 p.m. 

Brighton: “Bills of Exchange,”” by Mr. O. 
Griffiths, M.A., LL.B. Students’ meeting. 
The Clarence Hotel, North Street, at 6 p.m. 
Camborne: **Taxation,”’ by Mr. J. S. Heaton, 
F.S.A.A. Community Centre, at 6 p.m. 
Gloucester: ‘“‘The Auditor and Mechanised 
Accounting,”” by Mr. A. C. Simmonds, 
F.s.A.A. Gloucester Technical College, at 
6.30 p.m. 

Leicester: ‘“‘Machine Accounting,’’.by The 
National Cash Register Co. Ltd. Students’ 
meeting. Bell Hotel, Humberstone Gate, at 
6 p.m. 

Manchester: “Costing,” by fr. S. C. 
Roberts, F.c.W.A., M.LLA. Students’ meeting. 
Incorporated Accountants’ Hall, 90 Deans- 
gate, at 6 p.m. 


April 1.—Hull: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 

London: “‘Tax Reliefs for Losses,” by Mr. 
H. A. R. J. Wilson, F.c.A., F.S.A.A. Students’ 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


April 2.—Hull: Joint Students’ meeting. 
Y.P.I., George Street, at 6.15 p.m. 


April 3.—London: Taxation Group meeting. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Nottingham: “Executorship, including 
Preparation of an Estate Duty Account and 
Intestacy Rules,” by Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A. The Reform Club, 
Victoria Street, at 6.30 p.m. 


April 5.—Glasgow: “The Uses of Standard 
Costing,” by Mr. R. A. Smith, A.c.w.a. 
Students’ meeting. Scottish College of 
Commerce, Pitt Street, at 6.15 p.m. 
Grimsby: ““Management Accounting, Stan- 
dard Costing and Budgetary Control,’’ by 
Mr. G. T. Walker, A.c.A. Offices of the 
Chamber of Commerce, 77 Victoria Street, 
at 4.30 p.m. and 7 p.m. 

Southend-on-Sea: *“‘Amalgamations and Re- 
constructions,” by Mr. P. E. Harris, 
A.S.A.A. Students’ meeting. 33 Victoria 
Avenue, at 7.30 p.m. 


Personal Notes 


Mr. F. G. Manning, A.s.A.A., has been 
appointed administration officer in the 
Finance Department of the British Trans- 
port Commission. He was formerly senior 
assistant in the accounts division. 


ACCOUNTANCY MARCH 


Messrs. Deloitte, Plender, Griffiths, 
Annan & Co. have admitted to partnership 
in Johannesburg Mr. G. J. D. Massey, 
A.S.A.A. 


Mr. F. A. Keating, A.s.A.A., has been 
appointed secretary and accountant to 
Joseph Rodgers & Sons Ltd., Sheffield. 


Mr. R. H. G. Duggan, A.S.A.A., is now 
secretary to the Arthur D. Little Research 
Institute, Musselburgh, Midlothian. 


Messrs. Stanley Holmes & Co., Chartered 
Accountants, London, S.W.1, have taken 
into partnership Mr. Eric Slater, A.c.A., 
A.S.A.A. 


Mr. H. D. Pridmore, A.s.A.A., is now 
practising in partnership with Mr. G. N. 
Ward, F.c.A., under the style of Ward and 
Pridmore, at Council Chambers, Main 
Street, Keswick. 


Mr. Ronald Harris, Incorporated Ac- 
countant, has entered in to practice at 289 
Boothferry Road, Hull. 


Mr. George Green, A.S.A.A., has taken up 
an appointment as secretary and chief 
accountant to Geo. Jackson & Co. Ltd., 
Birmingham, and its associated companies. 


Messrs. C. L. Dain & Co., Incorporated 
Accountants, announce that Mr. W. L. 
Jupp, A.S.A.A., who has been associated with 
them for a number of years, has been 
admitted into partnership in the Rugeley 
office. That office has been moved to 
3 Market Square, Rugeley, Staffs. 


Mr. Thomas Brindle, A.s.A.A., has been 
appointed Borough Treasurer of Southport 
in succession to Mr. F. Ainsworth, F.s.A.A., 
who retires on March 16. Mr. J. F. Worth- 
ington, A.S.A.A., will become Deputy 
Borough Treasurer. 


Messrs. Singleton, Carter & Co., Incor- 
porated Accountants, Nottingham, an- 
nounce that Mr. F. C. Pendleton, A.s.A.A., 
who has been with them for a number of 
years, has been admitted into partnership. 
The style of the firm remains unchanged. 


Messrs. A. J. Palmer & Co., Incorporated 
Accountants, Fareham and Gosport, an- 
nounce that Mr. N. H. Munday, A.s.A.A., 
who has been a partner in the firm for some 
years, is leaving to take up an appointment 
in Australia. The practice will be continued 
by the remaining partners, Mr. S. Cooke, 
F.S.A.A., and Mr. A. C. D. Miller, F.s.a.a. 


Mr. M. K. Brazil, Incorporated Account- 
ant, Waterford, has taken into partnership 
his son, Mr. D. P. Brazil, a.s.a.A. The firm 
will practise under the style of M. K. Brazil 
and Son, Incorporated Accountants. 


Mr. H. C. Banting, Incorporated Ac- 
countant, Wembley, announces that he has 
taken Mr. John C. Widger, A.s.A.A., into 
partnership. The style of the firm is 
Banting, Widger and Co., Incorporated 
Accountants. 


Messrs. Sherwood, Baines & Co., Stock- 
ton-on-Tees, announce that Mr. P. M. T. 
Jackson, A.S.A.A., A.C.1.S., has been admitted 
into partnership. 


1957 


Mr. G. Maitland Wilson, Incorporated 
Accountant, is now in practice at 10 Belmont 
Street, Aberdeen. 


Messrs. W. G. & D. G. Evans, Incor- 
porated Accountants, Cardiff, have ad- 
mitted into partnership Mr. C. P. Pascoe, 
A.S.A.A. 


Mr. E. J. Willcox, A.S.A.A., is NOW ac- 
countant to Alexander Metal Co. Ltd., 
Bilston, Staffs. 


Mr. A. P. Rivers, F.S.A.A., has be2n ap- 
pointed deputy chairman of Hovis- 
McDougall Ltd. He remains a director of 
Hovis Ltd. 

Mr. A. W. Rennie, A.s.A.A., has been 
appointed secretary of Teasdale & Co. Ltd., 
Carlisle. 


Messrs. James, Stanley & Co., Birming- 
ham, have taken into partnership Mr. F. H. 
Hyam, A.S.A.A. 


Removals 


Messrs. H. F. White & Co., Incorporated 
Accountants, have transferred their practice 
to 2 Oxford Place, Leeds, 1. The firm name 
has been changed to Wilson, Braithwaite & 
Co. 


Mr. Clarence Snowden, Incorporated 
Accountant, has removed his office to 2 
Hillary Place, Leeds, 2 (from Lillie’s Cham- 
bers, 39 Albion Street, Leeds, 1). 


Messrs. J. K. Douglas & Co. advise that 
their address is now Lloyds Bank Chambers, 
92 London Road, Liverpool, 3. 


Obituary 


Arthur Normanton Buckley 

WE REGRET TO report that Mr. A. N. 
Buckley, F.S.A.A., a past President of the 
Incorporated Accountants’ Bradford and 
District Society, died on January 24, at the 
age of 80. Mr. Buckley became a member of 
the Society of Incorporated Accountants in 
1911, and from then until his retirement in 
1951 he was in public practice in Halifax. 
He was elected a Vice-President of the 
Bradford District Society in 1939, and held 
office as President in 1946/47. 

Mr. Buckley was formerly secretary of 
King’s Cross Cricket and Bowling Club, 
and for many years he was a member of 
West End (Halifax) Golf Club. 

The funeral service took place at St. 
Hilda’s Church, Halifax, on January 29. 


Francis Thomas Kenyon 
WE REGRET TO report the death on January | 
of Mr. F. T. Kenyon, F.s.A.A., senior 
partner in Messrs. F. T. Kenyon & Son, 
Incorporated Accountants, Penrith and 
Keswick. Mr. Kenyon qualified as an 
Incorporated Accountant in 1910, and 
established his own practice two years later. 
When the members in Cumberland and 
Westmorland founded a District Society in 
1926, Mr. Kenyon became one of the first 
members of its committee, on which he 
continued to serve until the war period. 
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FRIENDS’ PROVIDENT AND CENTURY LIFE OFFICE | 


“Four Freedoms” Plan | 


The Deferred Annuity contracts available under the Finance Act, 1956, whereby tax concessions 
can be gained may not suit everybody’s requirements in view of the restrictions imposed by the | 
Act. For example, the annuities cannot be commuted and are wholly taxable as earned income; | 
there is no life assurance protection; the policy cannot be surrendered or used as security for a 
loan; the commencing date of the pension is limited to a certain range of ages. 

Our “Four Freedoms” Plan contains none of these restrictions. It is an endowment assurance, 
with profits, maturing on a chosen birthday with a guaranteed pension option giving the benefit of 
a further important concession in the Act reducing the tax payable on Purchased Life Annuities. | 
The terms are very attractive. May we send you a leaflet? 


Friends’ Provident and Century Life Office | 


Head Offices: 
7 LEADENHALL STREET, LONDON, E.C.3 18 CHARLOTTE SQUARE, EDINBURGH, 2 
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) Temporary Binders fo Invest in TRUSTEE SECURITIES § 


‘a 
Da 
c ) La 
ACCOUNTANCY & 
bo * * THE CITY OF YORK is prepared to accept loans of £100 or a 
Keep the current years issues upwards in multiples of £50. * INTEREST at £5 5s. Od. per as 
neatly and securely together. cent., per annum, for fixed periods of two, three, five or seven the 
Each issue instantaneous y in- years. *& Loans are repayable in full at the expiration of the 
serted or removed. When one selected period and the interest cannot be altered during this 
set is sent away for permanent period. %* Mortgage Deeds are prepared and stamped free of cost 
hie ding this bin der is ready for a to Investors. * Interest is payable half-yearly on Ist January and 
> 


1st July. * Application forms and further particulars are obtain- 
able from THe Crry TREASURER, 1 St. LEONARD’s PLACE, YORK. 


further twelve months’ service. 


Hotels and Restauran 


Since 1899 Hammersley, Kennedy & Co. have 
specialised in the sale and valuation of hotels 
and catering businesses, to the total exclusion of 
any other branch of estate agency. The partners 
are members of the leading professional bodies. 


Green binders with the title in gilt lettering are now available. 
Price 12s 6d each (by post 13s). 


| SOCIETY OF INCORPORATED ACCOUNTANTS Offices: 
| INCORPORATED ACCOUNTANTS’ Hatt, 19 HANOVER SQUARE, LONDON, W.1 


| Tempte Prace, Victoria EMBANKMENT, LonpDoN, W.C.2 Telephones: MAYfair 6857 and GROsvenor 4950 
= = airmen 


ar e* a > . fe ‘8 hte Ed - aa Ma 5 a A a oe © — , % Ta ¢ Oa ee, he 
i Pek om <a “ ee RS a - sy hy a ae ey :  @ ‘a f oe rin ay 
, xxiii we 
saint sini > iy 
oa 
| haa 
| ee a 
oat 
' a 7 
i 
i me. 
y 
A 
. 
ee are ee ee rare errr eee 3 , 
ES = @ 
| p J 
| va 
( 
Hy 
I 
i 
i 
I} 
il 
Me 
P2:. ry: 
I : ae 
i “ ie - rs SSS — — oe 
| “a fe te oS sli n os oenRTRpmneS sanenana a 
| ee os ) Ba, 
7 Shy Sues ns ia 
_ Ped ae ry > 
| Pitas Tiny PNT FER athe, > a i ee sy 
i : aes ph ae aos es, PO i ff Pe 
“4 MEISE Biaees ER Pe By} 
y atc | a 
i * 
a. 
i a 
ect: 
re ” 
B: cpt 
I) “ee 
= ae 
= ae 
Nee 
eas 
Be" 
= 
ee 
ys 
Se 
, ed 
ie 
; . apes + 
a Ue —- _ a = al ae a Ss i | i a _& as _ ; Be Pee © he wont 
E ig ita es De + Sees oa ae 4 ee a oat oe = <— = ) YT om (i _ : i ia gh t's So tas pate 
a: 2: te . es CO Re 
EA ix es e > = “ee ' tan . a: "—" be = : a - <taeee 
4 aig 4 ee g < i €or. “oe a a) | ae 4 a rr, ; a ee eer. Sai 


XxiV 


Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 
Replies to Box Number advertisements should be addressed Box No... .. c/o ACCOUNTANCY, Incorporated Account- 
ants’ Hall, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


THE SOCIETY’S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
facilities provided by the Society's Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


OFFICIAL NOTICES 


ACCOUNTANT (Qualified) required by COLON- 
IAL DEVELOPMENT CORPORATION prefer- 
ably between 30 and 40 with professional and 
commercial experience for service initially in Lon- 
don and later in the colonies. Pensionable post 
with starting salary of about £1,200 p.a. according 
to experience. 

Apply giving full particulars to Personnel, 
COLONIAL DEVELOPMENT CORPORATION, 33 Hill 
Street, London, W.1, quoting Serial 301. 


GOVERNMENT OF NORTHERN REGION 
OF NIGERIA 


Auditors required by Government of Northern 
Nigeria. Candidates preferably under 45 must have 
good accounting experience. 

Appointment on contract for 12 to 24 months 
in first instance. Salary (a) qualified accountants 
£1,170—£1.530; (b) unqualified ofticers to4u— 
£1,530. Experience counts towards starting point. 
Gratuity payable on satisfactory completion of 
contract. Children’s allowance. Free passages. 
Generous home leave. Low income tax. 

Apply Director of Recruitment, COLONIAL 
Orrice, London, S.W.1, for further details and 
application form quoting BCD.155/408/03. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 
FELLOWSHIP IN 

MANAGEMENT ACCOUNTANCY 

The above Examination will take place at the 

usual Home Centres on the 3rd, 4th and Sth June, 

1957. Entry forms (obtainable on application), 

must be lodged with the undersigned by not later 


than 10th April, 1957. 

Stantey J. D. BERGER 
63 Portland Place irector 
London, 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


JUNE 1957 EXAMINATIONS 
The next Preliminary, Intermediate and Final 
Examinations will be held at the usual Home 
Centres on the 3rd, 4th and Sth June, 1957. Appli- 
cations on Form C (obtainable on receipt of self- 
addressed and stamped gummed label) should be 
lodged with the undersigned as soon as possible, 
and in any case by not later than the 10th April. 
No late entries will be accepted. 
STaNLEY J. D. BERGER 

63 Portland Place Director 
London, W.1 


SENIOR ACCOUNTANT required by UGANDA 
GOVERNMENT to take charge of the financial 
operations of the AFRICAN HOUSING DE- 
PARTMENT. Appointment will be on two years’ 
probation for permanent and pensionable estab- 
lishment. Commencing salary according to quali- 
fications and experience in scale (including Induce- 
ment Pay) £1,677 rising to £1,863 a year. Free 
passages. Liberal leave on full salary. Candidates 
must possess recognised accountancy qualification 
and should preferably be Cost Accountants. They 
should have had considerable financial and stores 
accounting experience with large building enter- 
prise or municipal housing scheme. Duties will 
include analysis of Departmental Capital and Re- 
current Expenditure and formulating proposals 
based thereon. Local Government superannuation 
rights can be preserved. Write to the Crown 
AGENTS, 4 Millbank, London, S.W.1. State age, 
name in block letters, full qualifications and ex- 
perience and quote M1B/43927/AD. 


FEDERATION OF ae & NYASALAND 


acan 
Tax Officers: Department of Taxes 

Revised Conditions and Salaries: 

The Tax Officers’ Scale is £740 x £100 — £840 x 

60 — £900 x S50 — £1,150 p.a. 

Candidates must be under 32 and qualified as 
Chartered / Incorporated / Certified Accountants, 
Honours graduates with Accountancy as major 
subjects, A.C.C.S. or C.1.S. Finalists. 

1. Applicants, C.A. or A.S.A.A., start at £900— 
£1,100 depending on experience. After one 
year’s satisfactory service are promoted Asses- 
sor II at £1,250 p.a. on scale £1,250 x 50 — 
£1,550 p.a. 

. Applicants, A.C.C.A., start at £840 — £1,050, 
depending on experience. After one year’s 
satisfactory service at £900 or more promoted 
Assessor II as in 1. 

3. Applicants holding final C.I.S. or C.C.S. with 
minimum one year’s post-final experience in 
accountancy, company or other relevant work, 
start at £740 — £950, depending on experience. 
After two years’ assessing experience and 
satisfactory service for at least ome year at 
yi £900 or more, promoted Assessor II 
as in 1. 

There are sufficient senior posts, with salaries 
of up to £2,850 p.a., to ensure career prospects. 

Applications forms and further details from 
Public Service Attaché, Rhodesia House, 429 
Strand, London, W.C.2. Closing date March 16. 


te 


FEDERATION OF RHODESIA & NYASALAND 
Vacancies: Tax Clerks: Department of Taxes 
REVISED CONDITIONS AND SALARIES 

Applicants 17-26 MUST be single and hold at 

least School Certificate or G.C.E. with English, 

Maths and two other subjects at ‘‘O’’ level ob- 

tained at same examination. 

Starting Salaries (Men) £420—£840, (Women) 

£420—£680, depending on qualifications and ex- 

perience on scales rising to £960 and £800. 

Promotion to Tax Officer (Men) £740—£1,150, 

(Women) £640—£920, depends on pring internal 

examination, which can be managed in first year, 

and service for one year on salaries of £540 or 
more (Men) and £510 or more (Women). 

Promotion to Assessor II (Men) £1,250—£1,550, 

(Women) £1,000—£1,250, depends on passing fur- 

ther examination and service for one year on 

salary of £900 or more (Men), £720 or more 

(Women), for one year. Examinations are not 

competitive, promotion from Tax Clerk to Tax 

Officer and from Tax Officer to Assessor II NOT 

being subject to vacancies. There are sufficient 

senior posts with salaries of up to £2,850 to ensure 
adequate career prospects. 

Application forms and further details from Sec- 
retary (R), RHopesia House, 429 Strand, London, 

W.C.2. Closing date April 1. 


NIGERIAN PORTS AUTHORITY 
CHIEF ACCOUNTANT 
The NIGERIAN PORTS AUTHORITY invites 
applications from professionally qualified Accoun- 
tants preferably between the ages of 38 and 45 for 
the post of CHIEF ACCOUNTANT. This officer 
is normally resident in Lagos. 

The successful applicant must have had several 
years’ experience in an executive financial post of 
considerable responsibility. Drive, enthusiasm and 
organising ability of a high order are essential. 
Previous experience with a Ports Authority or 
large-scale transport undertaking would be an ad- 
vantage but is not essential. 

The salary offered is £3,000 per annum. 

Appointment will be for one tour in the first 
instance. Thereafter subject to satisfactory ser- 
vice, on a permanent basis. Non-contributory 
Pension Fund. Tours normally 12 to 18 months. 
Leave at seven days for every completed month of 
wife. Additional passages and allowances for 
children. Furnished accommodation provided at 
reasonable rental. Write to the CROWN AGENTS, 4 
Millbank, London, S.W.1. State age, name in 
block letters, full qualifications and experience and 
service. Free first-class passages for officer and 
quote M3B/43947/AD. 


TRUSTEE SAVINGS BANKS 
INSPECTION COMMITTEE 
_ APPOINTMENT OF INSPECTOR 
Applications are invited from Chartered, Incor- 
porated and Certified Accountants to fill a 
vacancy on the inspection staff of the Committee. 
The appointment, which is whole-time, involves 
considerable travelling on tours of inspection for 
which first-class travelling expenses and subsistence 
a'lowances on Treasury scales are payable. The 
commencing salary offered is £1,055 per annum 
rising by annual increments to a maximum of 
£1,225 per annum with prospects of promotion to 
senior inspector status which carries an allowance 
of £150 per annum above the inspectors’ scale. A 
non-contributory superannuation scheme is_ in 
force. Candidates between the ages of 28 and 40 
who should preferably have had some years’ pro- 
fessional experience since qualifying, should 
app'y in manuscript, stating age, professional 
qualification and details of present and previous 
employment, enclosing copies of three recent testi- 
monials, to the undersigned not later than March 
as = " —y A.S.A.A., Secretary, 
‘ AVINGS BANKS INSPECTION 
3 Clement’s Inn, London, W.C.2. — 


APPOINTMENTS VACANT 


A CHARTERED OR INCORPORATED AC- 
COUNTANT is required , The General Blectnic 
Co. Ltd. for service in the East as internal auditor 
and to assist local management in financial and 
general administrative matters. Considerable 
travelling will be involved. Candidates must have 
good personality, enthusiasm and first-class ex- 
perience. Free medical services, assisted housing 
car allowance and other benefits are provided. The 
appointment is pensionable and carries an attrac- 
tive starting salary with excellent prospects. Pre- 
ference will be given to men between the ages of 
30 and 35. Applications giving full details of age 
training and experience should be addressed to the 
Staff Manager, THe GeneraL Evectric Co. Ltp. 
Magnet House, Kingsway, London, W.C.2. 
quoting reference IA. ore 


ACCOUNTANT 
(Chartered or Incorporated) 

age middle thirties 
required to take charge of Accounts Depart- 
ment of long-established, prosperous, medium- 
er manufacturers who are on the threshold 
of an important new development. He 
Office 25 miles N.W. of pe ny lee 
salary £1,200. Interesting prospects for the 
right man. Applications in own handwriting, 
Stating full details, to Spicer & PEGLER (Char- 
tered Accountants), 19 Fenchurch Street 
London, E.C. 3. : 


ACCOUNTANT/OFFICE MANAGER (not 
necessarily qualified) required by Moyses STEVENS 
LtpD., 146 Victoria Street, S.W.1. Applicants 
should be between ages of 30-40 and have had 
experience of machine accounting, credit control 
and office systems. Apply in own handwriting 
Stating age, experience, positions held to date and 
salary expected to Mr. REEs. 


IND COOPE & ALLSOPP LTD. 
requires 


A Chartered or Incorporated Accountant at 
its head office in Burton-on-Trent, aged about 
30, with experience in modern management 
accounting. Commencing salary £1,000— 
£1,500 depending on age and experience. 
There is a contributory pension scheme. Appli- 
cations which will be treated in confidence 
should be addressed to PRODUCTION-ENGINEER- 
ING Ltp., 12 Grosvenor Place, London, S.W.1 
and the letter marked J.D.B. 2 


Two recently-qualified Accountants at its 
head office in Burton-on-Trent. Applicants, 
who must be Chartered, Incorporated or Cost 
and Works Accountants, should have an in- 
terest in modern management accounting. A 
commencing salary of £700—£800 is offered, 
depending on age and experience. There is a 
contributory pension scheme. Applications 
which will be treated in confidence, stating 
age, education and experience, should be 
addressed to PRODUCTION-ENGINEERING LTD., 
12 Grosvenor Place, London, §.W.1, and the 
letter marked J.D.B. 
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TYPING TROUBLES? 


DOROTHY STEVENS 


has a typing service for the Accountant. Professional con- 
fidence observed. Postal service for out-of-town Accountants. 


DUPLICATING 


47 WELBECK STREET, WI 


Telephone: WELbeck 3617 


STENORETTE TAPES TYPED 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


APPOINTMENTS VACANT 


(Continued) 


APPLICANTS with the necessary experience re- 
quiring BETTER positions as Senior, Semi-senior 
and Junior AUDIT CLERKS should contact us. 
We have a good selection. Other Professional and 
Commercial posts available. Hotmes Bureau, 10 
Queen Street, E.C.4. City 1987. 


AUDIT CLERK with experience in professional 
accountancy required for UMTALI branch of 
Chartered Accountants in Southern Rhodesia. 
Aged between 30-50. Salary from £840 p.a. de- 
pending on experience. Passage paid. Apply to 
A.51/18, O.T.S., 5 Welldon Crescent, Harrow, 
Middlesex. : 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Boorn’s 
Acency, 80 Coleman St., Moorgate, E.C.2. 


CHARTERED AND INCORPORATED Accoun- 
tants—successful candidates at recent examina- 
tions who wish to acquire a wide and varied ex- 
perience required by large firm of chartered 
accountants in London; good starting salary and 
excellent prospects. Box No. 520, c/o ACCOUN- 
TANCY. 


CHARTERED ACCOUNTANTS with a substan- 
tial practice in central Southern England require a 
Senior Assistant to the Manager of one of their 
audit sections. Besides being qualified, he should 
be a rapid and thorough technician, possessing a 
flair for organising staff and work and preferably 
aged 2 25-30, with a background of varied experience 
in a reputable provincial firm. Good starting 
salary with definite prospects, if selected for pro- 
motion, of obtaining a four-figure income in due 
course. Box No. 522, c/o ACCOUNTANCY. 


INTERNAL AUDITOR 


Applications are invited from single men pre- 
ferably between the approximate ages of 27 
and 38, at a commencing salary of £1,800 per 
annum, which is unlikely to be subject to in- 
come tax. 


The post involves continuous travel on a 
world-wide basis, but the appointee may 
qualify for a senior appointment at one of 
this Company’s fixed establishments. First- 
class travel and hotel accommodations fur- 
nished. Local and home leaves, retirement, in- 
surance and sick benefits provided. The travel 
schedule is not arduous, the work is interesting 
and responsible, and the prospects of advance- 
ment excellent. 


Applications, which will be treated in 
strictest confidence, must be handwritten and 
state at least, age, professional qualifications 
and full details of experience. Selected 
applicants may be requested to attend for 
interviews in London. Write Box No. 527, c/o 
ACCOUNTANCY. 


CHARTERED OR INCORPORATED AC- 
COUNTANT, preferably aged 30 to 35 years, 
with experience of industrial organisation is_ re- 
quired for a manufacturing Company in Trafford 
Park, Manchester, to study current methods of 
accounting and clerical procedure in office and 
factory and to make recommendations for im- 
provement. The position is a new one, offering 
excellent prospects of promotion to Management 
level. Commencing salary £1,100 per annum. Ex- 
cellent pension and life assurance schemes in 
operation. Applicants with requisite qualifications 
will be granted interviews at Company’s offices. 
Apply giving full details of past experience and 
personal history, including education, to Box No. 
526, c/o ACCOUNTANCY. 


CHARTERED OR INCORPORATED ACCOUN- 
TANT required by firm of Chartered Accountants 
in Bulawayo, Southern Rhodesia. Commencing 
salary £1,320 to £1,500 per annum, depending 
upon age and experience since qualifying. Reply 
giving full details of background and experience to 
Scot-RUSSELL, MURRAY AND PuGuH, P.O. Box 437, 
Bulawayo, Southern Rhodesia. 


LEEDS CHARTERED ACCOUNTANTS require 
young qualified Accountant for progressive posi- 
tion. Salary according to ability and experience. 
Write Beevers & AnGie, 26 Park Row, Leeds, 1. 


RECENTLY-QUALIFIED ACCOUNTANT, pre- 
ferably with some commercial experience, re- 
quired to act as assistant to Chief Accountant of 
group of companies in S.W. London area. Well- 
known national concern. Salary range £650—£850 
according to age and experience. Write giving full 
details of experience and salaries received to date. 
Box No. 525, c/o ACCOUNTANCY. 


SENIOR ACCOUNTANT required for two-year 
tour of service in Tropics with a British Company 
—-with prospects of extension. Experience in pub- 
lic utility or similar undertaking and used to con- 
trolling staff. Knowledge of Portuguese language 
would be an advantage. Will be required to pass 
medical examination of fitness. Salary in range of 
£1,500/£2,000 per annum, according to experience 
and qualifications. Free quarters or allowance in 
lieu, free medical attention, free passages self and 
wife, three months’ leave on full pay after satis- 
factory completion of tour. Income tax nil. 
Provident Fund. Apply Box No. 528, c/o 
ACCOUNTANCY. 


SENIOR Assistant required by medium-sized firm 
of City Chartered Accountants. Commencing 
salary £700 upwards, according to experience. 
Write Box No. 521, c/o ACCOUNTANCY. 


VACANC Y—Commercial—exists for man 20-28 
in Professional office, Westminster District. Good 
arithmetic and reasonable typing required. Excel- 
lent prospects. Good commencing salary. Pension 
scheme. Hand write to Box No. 523, c/o 
ACCOUNTANCY. 


VACANCIES available for qualified Accountants 
in South America, West Indies, Rhodesia, Kenya, 
Far East and the Continent. Call Boorn’s "AGENCY, 
80 Coleman St., Moorgate, E.C.2 


YOUNG COST ACCOUNTANT required for 
stoneware works in Lancashire. Permanent Posi- 
tion for person capable of installing and maintaining 
costing system. Good salary offered and pension 
scheme. Apply Box No. 519, c/o ACCOUNTANCY. 


APPOINTMENTS 
REQUIRED 


AVAIL yourselves of our services in filling your 
Staff Vacancies—COMMERCIAL or PROFES- 
SIONAL. Selected Applicants only. HoLMeEs 
Bureau, 10 Queen Street, E.C.4. City 1978. 


INDIAN Muslim Graduate (27), 3} years’ Bye-law 
service, seeks to continue same with U.K. city 
firms with prospects. Varied audit experience. £10 
a week. Excellent reference. Box No. 516, c/o 
ACCOUNTANCY. 


PRACTICES AND 
PARTNERSHIPS 


A WELL-ESTABLISHED Accountancy Practice 
of a Graduate and Associate of the Institute of 
Chartered Accountants of India—at Mombasa, 
British East Africa, available in exchange for a 
position as a partner or an employee in some well- 
established professional or commercial firm in 
India—preferably in Bombay or Northern India. 
Any alternate proposals would be welcome, as the 
owner wants to settle back in India for climate 
reasons. Correspond in confidence with G. D. 
Menta, Postbox 1448, Mombasa. 


MISCELLANEOUS 


A FAMOUS Mutual Life Assurance House needs 
a few men of drive and integrity to act as Agents. 
Accountants and their assistants have the right 
contacts and can best serve their ‘‘Mutual’”’ 
interests. Further details from Box No. 524, c/o 
ACCOUNTANCY. 


ACCOUNTANTS’ NAME PLATES engraved in 
Bronze with Ceramic Cream Enamel lettering. 
Leaflet post free with full-size proof on receipt of 
wording. G. Maire & Son Ltp., Engravers, 367 
Euston Road, London, N.W.1 (EUSton 2938). 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. 
size for free estimate and layout to ABBEY CRAFTS- 
MEN Ltp., 78 Osnaburgh Street, London, N.W.1. 
Tel. EUSton 5722. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage de- 
partment. Applications for a limited number of 
investment agency appointments are invited from 
rofessional accountants. Write for particulars to 
ox No. 514, c/o ACCOUNTANCY. 


THE “GROVE” SPECIALLY-DESIGNED 
ACCOUNT BOOKS greatly simplify the Book- 
keeping Difficulties of the small businessman and 
trader. Clear. Complete. Scientific. Supplied to 
and recommended by Accountants throughout the 
country. Specimen Rulings on request. THE GROVE 
PUBLISHING Co., Macclesfield, Cheshire. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in In- 
come Taxation. Course for the Associateship 
Examination of the Institute of Taxation. Also 
non-examination courses. Prospectus free from 
the Principal, Dept. A6, 29 Barstow Square, 
Wakefield. 
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